UNEMPLOYMENT COMPENSATION 








HEARINGS 


BEFORE THE 


COMMITTEE ON FINANCE 
UNITED STATES SENATE 


EIGHTY-FIFTH CONGRESS 
SECOND SESSION 


ON 


H. R. 12065 


AN ACT TO PROVIDE FOR TEMPORARY ADDITIONAL 
UNEMPLOYMENT COMPENSATION, AND FOR 
OTHER PURPOSES 


MAY 13, 14, 15, AND 16, 1958 


Printed for the use of the Committee on Finance 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








COMMITTEE ON FINANCE 
HARRY FLOOD BYRD, Virginia, Chairman 


ROBERT S. KERR, Oklahoma EDWARD MARTIN, Pennsylvania 
J. ALLEN FREAR, JRr., Delaware JOHN J. WILLIAMS, Delaware 
RUSSELL B. LONG, Louisiana RALPH E, FLANDERS, Vermont 
GEORGE A. SMATHERS, Florida GEORGE W. MALONE, Nevada 
CLINTON P. ANDERSON, New Mexico FRANK CARLSON, Kansas 4 
PAUL H. DOUGLAS, Illinois WALLACE F. BENNETT, Utah 
ALBERT GORE, Tennessee WILLIAM E. JENNER, Indiana 


ELIZABETH B. SPRINGER, Chief Clerk 
i 





DEPOSITED BY 
f THE 
UNITED STATES of AMERICA 


CONTENTS 





ak OF Ti, Th. TO. 5 5 nnn co pn asucdccineunscienakckube eee 
Staff data relating to H. R. 12065 compiled from material submitted by 

the Department of ‘Labéel cs iwc. oni Lo eC eet A 
Report of the Bureau of the Budget 


STATEMENTS 


Batt, William L., Jr., secretary of labor and industry of the State of 
Pennsylvania; accompanied by John Adams, Director of the Bureau of 
Employment Seer i us ccwe ows rade hneesaussich ~seeeages eae eowke 

Brockway, Richard, Division of Employment, New York State Depart- 
ment of Labor 

Cohen, Wilbur, American Public Welfare Association. __--....--...---- 

Cooper, Frank E., counsel for Michigan Manufacturers Association and 
Michigan Employers’ Unemployment Compensation Bureau-_-_...-~--- 

Cruikshank, Nelson H., director of department of social security of the 
American Federation of Labor and C ongress of Industrial Organizations; 
accompanied by Mrs. Katherine Ellison, and Raymond Munts, assistants 
to Mr, Croikenank........---.csccced-J 4-2 obs eee eee 

Davis, Roger H., Interassociation Unemployment Insurance Company of 
the Gtate of Calera... « « .-covdéiaceessenssuauslsveeeeee 

Dikovies, Leslie J., on behalf of member State chambers of the Council of 
State Chambers of Commerce_......----------------------seeeneee 

Gray, L. W., legal counsel and director of insurance, Texas Manufacturers 
Assonistion, Austing 268s. icanieeu bo Ln cen - nel ewes ade 

Hill, J. Eldred, Jr., assistant attorney general of the State of Virginia 

hinois Manufacturers’ Aqocintion .. «2. were stncenceswnsbeeecuniuws 

Javits, Hon. Jacob K., United States Senator from the State of New York. 

Jones, Rowland, Jr., president, American Retail Federation, presented 
by James G, Michaux, pamnbeeik:...|ucoidl-tcunmats deideamdeccadcaaiaenes 

Kendall, Henry, North Carolina Employment Security Commission. ~~~. 

Kennedy, John F., United States Senator from the State of Massachusetts. 

Kenny, J. Randolph, Two Rivers, Wis., on behalf of the Wisconsin Manu- 
facturers Ansociation. 3 60s. db occ uk ee. sewn dueedews +See le 

Krauss, Theodore J., on behalf of the Conference of State Manufacturers 
Ansooietions:: iis sends kee laced ell uiicwweces sae Aaa 

Lester, Richard A., Princeton University... ......s2265-seeceunselies 

Maher, James J., on behalf of the Commerce and Industry Association of 
Wew. ork, Ine... 3 ois a acai een ood. aioe 

Miller, Earl W., National Retail Merchants Association 

Mitchell, Hon. James P. , Secretary of Labor 

National Association of Manufacturers 

Nations? Lawvers Guild: ooo. ow nhs coh uceen shannon ee 

O’Grady, Rt. Rev. Monsignor, National Conference of Catholic Charities__ 

Pollock, aoe general president, Textile Workers Union of America, 
AFL-CIO cis ncga ehatel apsael ti ellen shige alan deste iiesinems asas ogee 

Packard, Arthur J., “American Hotel Association___.......----.-------- 

Reich, Jack B. eg executive vice president, Indiana State Chamber of Com- 


Roberts, Hon. Dennis J., ‘Governor of Rhode Island__.........-.------ 
Waxter, J. S., National Association of Social Workers._---------------- 
Whitehouse, ‘Albert, director, industrial union department, AFL-CIO; 

accompanied by Leonard Lesser, director, social security section_-_---~-- 
Williamson, Marion, director, Employment Security Agency, Georgia 

Department BE OR ancien no cies acters dcn tests 
Willis, E. S., representing the Chamber of Commerce of the United States_- 


Im 


376 


449 
173 


251 


388 
193 
223 


419 
135 
322 
201 


271 
170 
346 


243 


228 
275 


266 
338 


329 
319 
437 


342 
261 
226 
316 
430 
441 


159 
215 








IV CONTENTS 


ADDITIONAL INFORMATION 
Actions of State legislatures relating to unemployment compensation in 


Cost of administering the unemployment trust fund____-.---..--------- 
Estimated Federal unemployment tax receipts and Federal funds allocated 
to States for administration during fiscal year 1957__._...._---_----- 
Estimated State reserve funds on December 31, 1957, if all States had 
collected 2.7 percent of taxable wages during 1957 
Federal supplementary unemployment benefits. _...._--.---..--.------ 
ee position of State unemployment compensation programs, 
a ee Sw dean aneeeawdbmsb a 
Initial claims filed during week ended May 10, 1958, and insured unem- 
ployment for week ended May 31, 1958, continental United States__- 
Letters and telegrams: 
Adams, Claris, executive vice president and general counsel, Ameri- 
aan Lite Convention, to eiaimans 2... 2... 
Alls, J. G., textile union convention in Miami, to chairman_ -------- 
Baum, John P., J. P. Stevens Co., Inc., Milledgeville, Ga., to chair- 
SER, Sd the, SUL TORS. oi Qe Ceol che eel leslie 
Beck, Anna, secretary, International Ladies Garment Workers Union, 
Pinckneyville, Til, to committee... <. .. .. 2... 
Benford, Stanley, executive manager, Employees Association, Grand 
Rapids, Mich., to Mrs. Elizabeth B. Springer, chief clerk of the 
eit a SOR er, Sola, pea eee ata se bls ae 
Bierly, Sidney H., general manager, California Fertilizer Association, 
a eaiee, Calm.) Ge Ghee 2. oe 2 ks eee 
Black, Charlie C., Pulaski, Ta eet es Soest. ek Sc 
Boileau, Rev. 8. J. . chairman, Alaska Employment Security Com- 
ORIN. oc cack ecnckuwee asus Gs <cuctuiedeese nana —s- 
Byars, James A., Eagle and Phenix Division, Columbus, Ga., to 
Chairman -- _- etd eeetGs bee sine wads s ts U2 UL. 
Cauthen, John K., ‘executive vice president, South Carolina Textile 
Manufacturers anociation, 40: Ghnismaen. 00/5 o2. 6. ok Sel kk 
Clark, Hon. Joseph 8., to MND TCI bait ec ok. Subd 
Colborn, Fern M., secretary, social education and action, National 
Federation of Settlements and Neighborhood Centers, New York, 


Cowley, William L., secretary-treasurer, Aluminum Workers Inter- 
national Union to committee__ -__-_ _- 

David, P. H., general manager, Riegel Textile Corp., ‘Trion, Ga., 
to chairman. pe Oe UI ge, AOU et ee Ze esos 
Davis, De Wayne, Sherman (Tex.) Chamber of Comme rce, to chairman 

and enclosure _ __-_-__-_----_-- 
Dennis, Frank §&., assistant vice president, Graniteville Co., Augusta, 
Ga., to chairman - 
Denny, A. Wayne, preside nt, Colorado State Chamber of Comme ree, 
to Hon. Gordon Allott... _- 
Dinsmore, E. H., secretary, Portsmouth Central Labor “Council, 
Portsmouth, Ohio, to chairman eins 
Douglas, Hon. Paul H., to chairman, and enclosure... -- 
Douglas, Hon. Paul H., to the governors of all 48 States and the 
PND, dv ecaue ctu vcatuyensniae eb eeueueds. Judes Sle ¥ b 
Replies: 
Alaska _ _ - y pias 
California _ _ _- 
Colorado _ - 
Connecticut____ - 
Hawaii- 
Illinois 
Indiana_ 
lowa__-_ 
Kansas__ 
Kentucky 
Louisiana ____ - 
Maine___. : 
PELL, OS 99 BWA on Sh ce Ui seated leel weet 
Es Goo eda cccumae ena Ses 


315 
476 


325 
475 


472 
366 


129 
129 
130 
155 
130 
130 
131 
156 
128 
131 
131 
156 
134 
131 








CONTENTS Vv 


Letters and telegrams—Continued 
Douglas, Hon. Paul H.—Continued 


Replies—Continued Page 
PROINORs oun wad> 2deas odabl isaaiss $3 ad. des? 298 
DROID. o's csi ca wand oucieusunsnntakwncucaeeeea 299 
Mibtewtt ci aki cues aes el So Vee 157 
Ne@bragtte. ... occ dddosiks 42 tilcusibwesk ees) aici 132 
Ne@vae@e@ls.2 2551 80ii docu) slceos «wd eee cee 157 
New Sismnebive.<. «... 66 cncducnnewsueinwe anne 157 
New Wott.) codec css cit issiiees. 25) lesbo eee 125 
Mort Dskttei i. cei boca dh 3o.eieiecebad ese 132 
CORISDOUIS Ln oobi wecwececkcn donc con Sebelius Gee aease 299 
CretO@n 2.2. bowsd cosclasc LL lund igebiowe. cL oniain eee 132 
Pennsyivanis...... 2 ..6a. ends bic Sc ee et aa 157 
Rode lnlenths 065 le So ites) wat Feel 296 
South. Carolina. .......-...<ec.snceonadeapetnleeeaee 157 
Bedth: Dakota... 32s a. -vieeed. leases. ba Wee 133 
Tennessee __ __- -- va Wace Wcnbaan cack 129 
Pets. ..W. i. ondweds sett iid. gies ~cokl cebeaes 133 
NI an os ee wise ce inde es es ov ea ed ee 126 
Woahinetet.sic. ona og occa ala lee shel See 133 
Wemecmitin ss cake eee hd. erie leis Sa 155 
WYGming.....4 <asssscncucceiiecci ected) Set eee 133 

Durien, Thomas, president, Intern: ational Glove W orkers, to com- 

WUIGOO.. oe ccc w ne eckllelwieees ccd be ul ee ool eer ee 474 
Edmonds, Arnold L. ., executive director, Pennsy ivania State Chamber 

ot Commerce, to chsirigan. . os. Sk ee i eee 305 
Erchul, Fred A., secretary-treasurer, Milwaukee County Industrial 

Union Council, AFL-CIO, to committee. Ce bate 476 
Ervin, Herbert C., J. P. Stevens & Co., Inc., " Milledgev ille, Ga., to 

CRSP ORR i a iis ok adeeb ee ae 325 
Executive board, American Federation of Technical Engineers, AFL- 

CIO, Local 241, Camden, N. J., to committee______.____.-..--- A474 
Flegal, H. R., president, and William Tracy, secretary-treasurer, 

United Brick Clay Workers of America, Chicago, Ill., tocommittee.. 475 
Floyd, W. E., superintendent, the Goodyear Tire & Rubber Co., 

Cartersville, Ga., to a ENE fee: EME TAPPER NT UF Mi 327 
Fly, G. Freeman, president, Southern Garment Manufacturers 

Association, Nashville, Tenn., to echairman____________.._.------ 315 
Gose, George B., president, Los Angeles Chamber of Commerce, to 

chairman. was tn ceo mh os ef a eh lL ses Bch alos es os A se Sees os 313 
Gribben, Mary M., secre tary, Muskingum County AFL-CIO Central 

Labor Council, to. committee..csius.incndc co as Sees. ces 476 
Griffin, T. R., president, branch 28, AFHW, Paducah, Ky., to com- 

TEA cn men madi cinmumnchie «ta ac tls eee 475 
Hembree, E. D., Coats & Clark, Inc., Aeworth, Ga., to chairman___- 316 
Hodge, J. G., chairman, national affairs committee, Schenectady 

Chamber of Commerce, to chairman... .........-......--42-s- 304 


Horman, 8. L., chairman, social security committee, Wisconsin State 


Chamber of Commerce, to) echdirman.........2..4205.2/i sds 321 
Jackson, J. M., manager, Pacolet Manufacturing Co., New Holland, 

Ga., to hens 6c.04ce oh denne eino, 2), sotemen mente 317 
Janaskie, Andrew, general president, American Federation of Hosiery 

Workers, to chairman 4 niin be aldck cSinltn ahetead & =m bide Aad Ree ee ee eee 474 
Jay, Lester H., Textile Union Convention in Miami, to chairman- __- 329 
Jones, Louis L., Jr., president, Canton Cotton Mills, Canton, Ga., 

to GRNGMN 1 o30.0o ces a A ce eee ed a ee 311 
Kress, Charles, Binghamton, N. Y., to committee. ___._.._.-.-..--- 318 
Lillard, William, Jr., E. K. White, Kermit Nichol, E. G. Wertz, and 

Ralph Hill, Front Royal, Va., delegation to the Textile Union con- 

vention, Miami Beach, Fla., to chairman___..._.__._..-..-.-_--- 315 
Lubin, P. M., Orange, Conn., to chairman_-__......._...--_------ 318 
Magee, Edwin C., secretary-treasurer, International Union of Elevator 

Constructors, Philadelphia, Pa., to committee____........_------ 476 
Mapes, Frank M., president, Local 12, Technical Engineers, Bremer- 

OM WENN Sia is BEB el Oe GE eens cc onsen eee 475 


McGuigan, F. H., secretary, Greater Washington Central Labor 
Cound, AFICIO, 06 Gis cenncccicdccbanwnenkndnoaionn 325 








VI CONTENTS 


Letters and telegrams—Continued 
McKenney, Paul K., Jr., Swift Manufacturing Co., Columbus, Ga., 
cae ck cbse anon ienn acc delbUldil Jos ceUut ce 
Murphy, Earl W., secretary, Idaho State Chamber of Commerce, to 
hae nia cet endnincnnpengenaandadutlk senso 
Norred, W. P., plant manager, Hawkinsville division, Opelika Manu- 
facturing Corp., Hawkinsville, Ga., to chairman______._________- 
O’Connor, George E., Mohawk Paper Mills, Inc., Cohoes, N. Y., to 
ee i eh ean E eK ia dobh sobre clan nccne 
O’Leary, Joseph O., president, Hosiery Workers Union, Branch 92, 
American Federation of Hosiery Workers, AFL-CIO, Martinsburg, 
i ie ehisenesiawktGUcULll.s...- 
Parker, Robert J., president, Food Handlers Local 425, Fayetteville, 
I ns sin sain Kd banana eee COk Lace au 
Roberts, Hon. Dennis J., Governor of Rhode Island, to Hon. Theodore 
i wins cys hee eb ems eigen RSNA die wine dae neon a 
Roberts, John J., counsel, Empire State Chamber of Commerce, 


etna. nde ee mdse hence meme ie SL Lawn nom 
Robinson, Don, editor, the American Press, Stanton, N. J., to Chair- 
a i etinisin PEO Sk ws ame 


Ross, A. E., Erie Central Labor Union, to committee_____________- 
Sjoblom, Al, secretary, Linn County Labor Council, AFL-CIO, 
Albany, Oreg., NR cick aceite dit is nce am kn ik Ae dni Dinan n't 
Smith, Frank R., secretary-treasurer, St. Joseph (Mo.) Industrial 
Union Council, "AFL-CIO, to committee_______- 
Stansbury, H. A., managing director, West Vi irginia Chamber of 
Commerce, to I tet ie emt SO LL erie cu) Je 
Stone, Samuel, corresponding secretary, Barberton Council of Labor, 
AFL-CIO, Barberton Ohio, to SIM eu bcdnawonse 
Strickland, Hon. A A. 3, tI, mayor, Valdosta, Ga., to chairman_____- 
Swift, William as vice president, Muscogee Manufacturing Co., 
Columbus, Ga., LR ELAR CEENS Fe TUT TE RT ERI 
Thomas, §. C., employment manager, Graniteville Co., Graniteville, 
8. C., ‘to chairman, and enclosures. ---_------ 
Thompson, John R., executive vice president, Missouri State Chamber 
of Commerce, es MUNN ila he ie. ol nels onl 
Thoré, Eugene M., vice president and general counsel, Life Insurance 
Association of America, OO ERS ae ee eee ee 
= Henry, McD., president and treasurer, W alton Cotton Mill 
, Monroe, i RSL Os. Jou ise o oi accu ad 
Tone Donald W., ‘Fanwood, N. J., to CI cig a teks AOSD 
Walters, W. G., secretary, $. 8. Kresge Co., to Mrs. Elizabeth B. 
Springer, chief clerk of the committee - bik 
Ward, John M., executive vice president, “Alabama State Chamber of 
Commerce, I a ind np nk AIS 
Willis, E. S., Chamber of Commerce of the United States, to chairman. 
Maximum of State taxes which can be credited against the 3 percent 
NN heed ici ca Wii a ws crear Std De ink Di dc Co alclaw Ue Soule 
Ohio Governor to ask for 50 percent extension of jobless pay period, 
article in the Wall Street Journal, May 21, 1958__----- t 
Persons who had exhausted their benefits as of the mid-week of April 1958. 
Proposal for reinsurance in unemployment compensation to provide na- 
tional sharing of excessive benefit claims____........_..----.-------- 
Report by Committee on Benefit Financing on Fund Solv ency Protective 
easures as adopted by the Federal Advisory Council. - - ---- 7aious. 8 
State fund solvency provisions. - -- -- - 
Supreme Court decision, Stewart Machine Co. v. Davis (301 U. 8. 548)-_-- 
Unemployment trust fund withdrawals by States, by months Pc first, 
second, and third quarters 1958 - - - - - ba « whine Viet ob walle 


Page 
308 


313 
327 
329 





UNEMPLOYMENT COMPENSATION 


TUESDAY, MAY 13, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON FINANCE, 


Washington, D.C. 


The committee met, pursuant to call, at 10:10 a. m., in room 312 
Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. ; 

Present: Senators Byrd (chairman), Frear, Douglas, Gore, Martin, 
Williams, Flanders, Carlson, and Bennett. 

Also present: Elizabeth B. Springer, chief clerk; and Colin F. 
Stam, chief of staff, Joint Committee on Internal Revenue Taxation. 

The Cuatrman. The committee will come to order. The hearing 
today is on the unemployment compensation bill, H. R. 12065. I 

lace in the record a copy of the bill as referred to the Committee on 

inance. Also, I submit for the record staff data relating to H. R. 
12065 compiled from material submitted by the Department of 
Labor. 

(The bill and staff data follow :) 


[H. R. 12065, 85th Cong., 2d sess.] 


AN ACT To provide for temporary additional unemployment compensation, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress asssembled, 


SHORT TITLE 


Section 1. This Act may be cited as the “Temporary Unemployment Com- 
pensation Act of 1958”. 


TITLE I—INDIVIDUALS WHO HAVE EXHAUSTED THEIR RIGHTS 
PAYMENT OF COMPENSATION 
ELIGIBILITY 


Sec. 101. (a) (1) Payment of temporary unemployment compensation under 
this Act sshall be made, for any week of unemployment which begins on or after 
the fifteenth day after the date of the enactment of this Act and before April 1, 
1959, to individuals who have, after June 30, 1957 (or after such later date as 
may be specified pursuant to section 102 (b)), exhausted (within the meaning 
prescribed by the Secretary by regulations) all rights under the unemployment 
compensation laws referred to in paragraph (3) and who have no rights to 
unemployment compensation with respect to such week under any such law or 
under any other Federal or State unemployment compensation law. 

(2) Except as provided in section 103, payment of temporary unemployment 
compensation under this Act shall be made only pursuant to an agreement 
entered into under section 102 and only for weeks of unemployment beginning 
after the date on which the agreement is entered into. 
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(3) The unemployment compensation laws referred to in this paragraph are: 
(A) Any unemployment compensation law of a State. 
(B) Title XV of the Social Security Act, as amended (42 U. 8. C. 1361 
et seq.). 
(C) Title IV of the Veterans’ Readjustment Assistance Act of 1952, as 
amended (38 U. 8. C. 991 et seq.). 


MAXIMUM AGGREGATE AMOUNT PAYABLE 


(b) The maximum aggregate amount of temporary unemployment compensa- 
tion payable to any individual under this Act shall be an amount equal to 50 
per centum of the total amount (including allowances for dependents, but ex- 
cluding any temporary additional unemployment benefits) which was payable 
to him, under the unemployment compensation law or laws referred to in sub- 
section (a) (3) under which he last exhausted his rights before making his 
first claim under this Act, for the benefit year with respect to which this last 
exhaustion oceurred: Provided, however, That the amount so payable shall be 
reduced by the amount of any temporary additional unemployment compensa- 
tion payable to him under the unemployment compensation law of any State. 
The term “benefit year” means the benefit year as defined in the applicable 
State unemployment compensation law; except that, if such law does not define 
a benefit year, then such term means the period prescribed by the Secretary. 


WEEKLY BENEFIT AMOUNT 


(c) The temporary unemployment compensation payable to an individual un- 
der this Act for a week of total unemployment shall be the weekly benefit amount 
(including allowances for dependents) for total unemployment which was pay- 
able to him pursuant to the unemployment compensation law or laws referred 
to in subsection (a) (3) under which he most recently exhausted his rights. 
The temporary unemployment compensation payable to an individual under this 
Act for a week of less than total unemployment shall be computed on the basis 
of such weekly benefit amount. 


APPLICATION OF STATE LAWS 


(d) Except where inconsistent with the provisions of this title, the terms 
and conditions of the unemployment compensation law or laws referred to in 
subsection (a) (3) under which an individual most recently exhausted his 
rights shall be applicable to his claims for temporary unemployment compensa- 
tion under this Act and to the payment thereof. 


AGREEMENTS WITH STATES 
IN GENERAL 


Sec. 102. (a) The Secretary is authorized on behalf of the United States to 
enter into an agreement with a State, or with the agency administering the 
unemployment compensation law of such State, under which such State agency— 

(1) will make, as agent of the United States, payments of temporary 
unemployment compensation to the individuals referred to in section 101 
on the basis provided in this Act; and 

(2) will otherwise cooperate with the Secretary and with other State 
agencies in making payments of temporary unemployment compensation 
under this Act. 


STATE MAY SELECT LATER DATE FOR EXHAUSTIONS UNDER STATE LAW WHICH 
QUALIFY UNDER THIS ACT 


(b) If the State so requests, the agreement entered into under this section 
shall specify, in lieu of June 30, 1957, such later date as the State may request. 
In any such case, an exhaustion under the unemployment compensation law of 
such State shall not be taken into account for the purposes of this Act unless it 
occurred after such later date. 


AMENDMENT, SUSPENSION OR TERMINATION OF AGREEMENT 


(c) Bach agreement under this Act shall provide the terms and conditions 
upon which the agreement may be amended, suspended, or terminated. 
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NO DENIAL OR REDUCTION OF STATE BENEFITS 


(d) Any agreement under this Act shall provide that unemployment compen- 
sation otherwise payable to any individual under the State’s unemployment com- 
pensation law will not be denied or reduced for any week by reason of any right 
to temporary unemployment compensation under this Act. This subsection shall 
not apply to a State law which temporarily extended the duration of unemploy- 
ment compensation benefits, if such State law provides for its expiration by 
reason of the enactment of this Act. 


VETERANS AND FEDERAL EMPLOYEES 
IN STATES WHICH DO NOT HAVE AGREEMENTS, AND SO FORTH 


Seo. 103. (a) For the purpose of paying the temporary unemployment com- 
pensation provided in this Act to individuals— 

(1) who have, after June 30, 1957, exhausted their rights to unemployment 
compensation under title XV of the Social Security Act or title IV of the 
Veterans’ Readjustment Assistance Act of 1952, and 

(2) in a State, if there is no agreement entered into under section 102 
which applies with respect to the weeks of unemployment concerned, 

the Secretary is authorized to extend any existing agreement with such State. 
Any such extension shall apply only to weeks of unemployment beginning after 
such extension is made. For the purposes of this Act, any such extension shall 
be treated as an agreement entered into under this Act. 


IN PUERTO RICO AND THE VIRGIN ISLANDS 


(b) For the purpose of paying the temporary unemployment compensation 
provided in this Act to individuals— 

(1) who have, after June 30, 1957, exhausted their rights to unemployment 
compensation under title XV of the Social Security Act or title IV of the 
Veterans’ Readjustment Assistance Act of 1952, and 

(2) in Puerto Rico or the Virgin Islands, 

the Secretary is authorized to utilize the personnel and facilities of the agencies 
in Puerto Rico and the Virgin Islands cooperating with the United States Em- 
ployment Service under the Act of June 6, 1983 (29 U. 8S. C. 49 et seq.), and may 
delegate to officials of such agencies any authority granted to him by this Act 
whenever the Secretary determines such delegation to be necessary in carrying 
out the purposes of this Act; and may allocate or transfer funds or otherwise pay 
or reimburse such agencies for the total costs of the temporary unemployment 
compensation paid under this Act and for expenses incurred in carrying out the 
purposes of this Act. 
REVIEW 


(c) Any individual referred to in subsection (b) whose claim for temporary 
unemployment compensation under this Act has been denied shall be entitled 
to a fair hearing and review as provided in section 1503 (c) of the Social Security 
Act (42 U.S. C. 1363 (¢) ). 

REPAY MENT 


IN GENERAL 


Sec. 104. (a) The total credits allowed under section 3302 (c) of the Federal 
Unemployment Tax Act (26 U. 8. C. 3802 (c)) to taxpayers with respect to wages 
attributable to a State for the taxable year beginning on January 1, 1963, and for 
each taxable year thereafter, shall be reduced in the same manner as that provided 
by section 3302 (c) (2) of the Federal Unemployment Tax Act for the repayment 
of advances made under title XII of the Social Security Act, as amended (42 
U. S. C. 1321 et seq.), unless or until the Secretary of the Treasury finds that 
by December 1 of the taxable year there have been restored to the Treasury 
the amounts of temporary unemployment compensation paid in the State under 
this Act (except amounts paid to individuals who exhausted their unemployment 
compensation under title XV of the Social Security Act and title IV of the 
Veterans’ Readjustment Assistance Act of 1952 prior to their making their first 
claims under this Act), the amount of costs incurred in the administration of 
this Act with respect to the State, and the amount estimated by the Secretary of 
Labor as the State’s proportionate share of other costs incurred in the adminis- 
tration of this Act. 
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REPAY MENTS IN EX‘CESS OF AMOUNT OWED 


(b) Whenever the amount of additional tax paid, received, and covered into 
the Treasury under subsection (a) with respect to wages which are attributable 
to a State exceeds the sum of the amounts described in subsection (a), there is 
hereby appropriated to the Unemployment Trust Fund for crediting to the ac- 
count of such State an amount equal to such excess. The amount so credited shall 
be used only in the payment of cash benefits to individuals with respect to their 
unemployment, exclusive of expenses of administration. 


TITLE II—GENERAL PROVISIONS 
DEFINITIONS 


Sec. 201. For the purposes of this Act— 

(1) The term “Secretary” means the Secretary of Labor. 

(2) The term “State” includes the District of Columbia, Alaska, and Hawaii. 

(3) The term “first claim’ means the first request for determination of bene- 
fit status under this Act on the basis of which a weekly benefit amount under this 
Act is established, without regard to whether or not any benefits are paid. 


REVIEW 


Sec. 202. Any determination by a State agency with respect to entitlement to 
temporary unemployment compensation pursuant to an agreement under this Act 
shall be subject to review in the same manner and to the same extent as determi- 
nations under the State unemployment compensation law, and only in such 
manner and to such extent. 

PENALTIES 


FALSE STATEMENTS, AND S80 FORTH 


Sec. 208. (a) Whoever makes a false statement or representation of a material 
fact knowing it to be false, or knowingly fails to disclose a material fact, to 
obtain or increase for himself or for any other individual any payment under 
this Act shall be fined not more than $1,000 or imprisoned for not more than one 
year, or both. 

RECOVERY OF OVERPAYMENTS 


(b) (1) If a State agency or the Secretary, as the case may be, or a court of 
competent jurisdiction, finds that any person— 

(A) has made, or has caused to be made by another, a false statement or 
representation of a material fact knowing it to be false, or has knowingly 
failed, or caused another to fail, to disclose a material fact, and 

(B) as a result of such action has received any payment under this Act 
to which he was not entitled, 

such person shall be liable to repay such amount to the State agency or the 
Secretary, as the case may be. In lieu of requiring the repayment of any amount 
under this paragraph, the State agency or the Secretary, as the case may be, may 
recover such amount by deductions from any compensation payable to such person 
under this Act. Any such finding by a State agency or the Secretary, as the case 
may be, may be made only after an opportunity for a fair hearing, subject to such 
further review as may be appropriate under sections 103 (c) and 202 of this Act. 

(2) Any amount repaid to a State agency under paragraph (1) shall be 
deposited into the fund which payment was made. Any amount repaid to 
the Secretary under paragraph (1) shall be returned to the Treasury and credited 
to the current applicable appropriation, fund, or account from which payment 
was made. 

INFORMATION 


Src. 204. The agency administering the unemployment compensation law of 
any State shall furnish to the Secretary (on a reimbursable basis) such informa- 
tion as he may find necessary or appropriate in carrying out the provisions of 
this Act. 

PAYMENTS TO STATES 


PAYMENT ON CALENDAR MONTH BASIS 


Sec. 205. (a) There shall be paid to each State which has an agreement under 
this Act, either in advance or by way of reimbursement, as may be determined 
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by the Secretary, such sum as the Secretary estimates the State will be entitled 
to receive under this Act for each calendar month, reduced or increased, as the 
case may be, by any sum by which the Secretary finds that his estimates for any 
prior calendar month were greater or less than the amounts which should have 
been paid to the State. Such estimates may be made upon the basis of such 
statistical, sampling, or other method as may be agreed upon by the Secretary 
and the State agency. 
CERTIFICATION 


(b) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment— 
(1) to each State which has an agreement under this Act sums payable to 
such State under subsection (a), and 
(2) to each State such amounts as the Secretary determines to be neces- 
sary for the proper and efficient administration of this Act in such State. 
The Secretary of the Treasury, prior to audit or settlement by the General 
Accounting Office, shall make payment to the State in accordance with such 
certification, from the funds appropriated for carrying out the purposes of this 
Act. 
MONEY TO BE USED ONLY FOR PURPOSES FOR WHICH PAID 


(c) All money paid a State under this Act shall be used solely for the purposes 
for which it is paid; and any money so paid which is not used for such purposes 
shall be returned, at the time specified in the agreement under this Act, to the 
Treasury and credited to current applicable appropriations, funds, or accounts 
from which payments to States under this Act may be made. 


SURETY BONDS 


(d) An agreement under this Act may require any officer or employee of the 
State certifying payments or disbursing funds pursuant to the agreement, or 
otherwise participating in its performance, to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, and may provide 
for the payment of the cost of such bond from funds for carrying out the purposes 
of this Act. 

LIABILITY OF CERTIFYING OFFICERS 


(e) No person designated pursuant to an agreement under this Act as a certi- 
fying officer shall, in the absence of gross negligence or intent to defraud the 
United States, be liable with respect to the payment of any compensation 
certified by him under this Act. 


LIABILITY OF DISBURSING OFFICERS 


(f) No disbursing officer shall, in the absence of gross negligence or intent to 
defraud the United States, be liable with respect to any payment by him under 
this Act if it was based upon a voucher signed by a certifying officer designated 
as provided in subsection (e) of this section. 


DENIAL OF BENEFITS TO ALIENS EMPLOYED BY COMMUNIST GOVERNMENTS OR 
ORGANIZATIONS 


Sec. 206. No person who is an alien shall be entitled to any benefits under this 
Act for any week of unemployment if, at any time or or after the first day of 
his applicable base period and before the beginning of such week, he was at any 
time employed by— 

(1) a foreign government which, at the time of such employment, was 
Communist or under Communist control, or any agency or instrumentality 
of any such foreign government, or 

(2) any organization if, at the time of such employment (A) such organi- 
zation was registered under section 7 of the Subversive Activities Control 
Act of 1950 (50 U. S. C. 786), or (B) there was in effect a final order of the 
Subversive Activities Control Board requiring such organization to register 
under section 7 of such Act or determining that it is a Communist-infiltrated 
organization. 
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REGULATIONS 


Sro. 207. The Secretary is hereby authorized to make such rules and regula- 
tions as may be necessary to carry out the provisions of this Act. 


AUTHORIZATION OF APPROPRIATIONS 


Src. 208. There are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the purposes of this Act. 

Passed the House of Representatives May 1, 1958. 

Attest: 

RAtpH R. Roserts, Clerk. 








STAFF DATA 
Relating to H. R. 12065 


The Temporary Unemployment Compensation 
Act of 1958 
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Significant provisions of State unemployment in 


Prepared for ready reference and comparative purposes. Because of the impossibility of giving qualification 
should be consulted for authoritative information. In general, the State laws cover employment in most 
Federal law} 








Initial wait- 
ing period 

















(weeks)14 
Size of firm (mini- | Wage or employment qualification Computati 
State mum number of (number times weekly benefit amount 
employees and/or amount unless otherwise indi- wages Ut 
size of payroll) cated) ! Total |Partial; cated) ? 
unem-| unem- 
ploy- | ploy- 
ment | ment 
ae 4 in 20 weeks----_-- $375 with $250 in 1 quarter and $125 0 | Ee 
in another or $450 with $50 in each 
of 3 quarters or $1,000 in 1 quarter. 
WMO S cee ae ccc. 1 and $140 in any 19 weeks of employment and $400- - - 1 1) %e up to ¥ 
quarter. wage. 
Vermont.............| 4 in 20 weeks_____-_- 30 with % of wages in last 2 quarters; 1 1} 142 to 46-- 
and $200 in 1 quarter. 
oo a acd eRe OO. cisxnereiaaee 30 ($250 for minimum wha) ........-- 1 Oh 366..,2..40 
Washington________- 1 at any time__.___- eS os te Moe eo phe 1 1| 2.0 to 1.1 p 
West Virginia_______- 4 in 20 weeks______- ee Bs eee 1 0| 1.8 to 1.0 p 
meoomemn .-......_. 4 in 20 weeks or 14 weeks of employment at average | 1 1} 63 to 51 pr 
$10,000 in any of $16 or more. wage. 
quarter or $6,000 | 
in any year. 
Wyoming.-__....._--- 1 and $500 in any 1% times high-quarter wages; and 1 1} 145 up to 5 
year. $250 in 1 quarter. | weekly v 
| pendent 
| 

1 Weekly benefit amount abbreviated in columns as wba. n 

2 When States use a weighted-high-quarter formula, annual-wage formula, or average-weekly-wage Cc! 
formula, approximate fractions or percentages are figured at midpoint of lowest and highest normal q 
wage brackets. When dependents’ allowances are provided, the fraction applies to the basic benefit 
amount. 

3 When 2amounts are given, higher includes dependents’ allowance except in Colorado and Georgia. a 
In Colorado higher amount includes 25 percent additional for claimants employed in Colorado by i 
covered employers for 5 consecutive calendar years with wages in excess of $1,000 per year and no 
benefits received; duration for all such claimants is increased to 26 weeks; in Georgia higher figure it 
applies to claimants whose base-period wages are equal to 4 times minimum high-quarter wages for v 
each wage bracket. Higher for minimum weekly benefit amount includes maximum allowance for st 
1 dependent; in Michigan, for 1 dependent child or 2 dependents other than a child. In the District 
of Columbia same maximum with or without dependents. Maximum augmented payment in Massa- c 
chusetts not shown since any figure presented would be based on an assumed maximum number of 
dependent children at $4 each, up to average weekly wage. In Alaska the maximum for interstate p 
claimants is $25 and no dependents’ allowances paid. 

4 In States noted, full weekly benefit is paid if earnings are less than 44 weekly benefit and 14 weekly re 
benefit amount if wages are 14 weekly benefit but less than weekly benefit. 0 

§In States with weighted schedules the percent of benefits is figured at the bottom of the lowest 
and of the highest wage brackets; in States noted, the percentages at other brackets are higher and/or b 
lower than the percentage shown. d 


6 Figure shown applies to claimants with minimum weekly benefit and minimum qualifying wages. 
In Delaware and Utah, statutory minimum. In Texas, alternative qualifying wages of $250 in high 
quarter and $125 in another quarter may yield benefits of $10 per week for 9+ weeks. In other States S 
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fications and alternatives in brief summary form, the State law and State employment security agency 
in most types of business and industry, except employment for railroads which is covered by a separate 





Duration in 52-week period 


Weekly benefit 
amount ! for total | Earnings disre- 








aputation of weekly benefit | unemployment garded in com- Weeks of bene- 
nount (fraction of high-quarter (in dollars) puting weekly fits for total 
ages unless otherwise indi- benefit Proportion of unemploy- 
ted) 2 for partial wages in base ment 
oe) en) Sei eet unemploy- period 5 
ment #4 

Mini- | Maxi- Mini- | Maxi- 

mum? {| mum 3 mum 6} mum 
eS ee ees ee nh 7 28; Greater of $5 or | 44_._._..-_..---_] 616+ 24 


14 wba. 


up to 4 of State average weekly 10 37| $6 from other Weighted sched-| 615 26 
age. than regular ule of base- 
employer. period wages 


in relation to 
high-quarter 











wages. 
5h We a ke ee 10 yt en i) EE 26 26 
5 Eo ne. ai ES aan allie 8 . See SS ee eae 8 18 
(0 1.1 percent of annual wages-__- 17 SOF GBs... ekssnsen 26 to 29 per- 12 

cent. 
(0 1.0 percent of annual wages-__- 10 | UE itis --aekneees Uniform._...-..- 24 
o 51 percent of average weekly li | 38] Up to 4 wbha‘4__| “o weeks of 10 26% 
age. employment. 
up to 55 percent of State average 10-13 41-47) 44 wha_-_-___-_2_- _ | a peeree 12 26 
eekly wage, plus $3 for each de- 
andent up to $6. 





noted, if qualifying wages are concentrated largely or wholly in high quarter, weekly benefit for 
claimants with minimum qualifying wages may be above minimum weekly amount and conse- 
quently weeks of benefits may be less than the minimum duration shown. 

7 Effective July 1, 1958. 

8 Because of high qualifying wages, minimum duration is high for claimants with low benefit 
amounts: minimum duration for claimants at other levels is 15 weeks in California and 10 (by statute) 
in Illinois. 

9 Waiting period becomes. compensable if claimant, following layoff by most recent employer for 
indefinite period or for a definite period of more than 4 weeks, has commenced suitable full-time work 
with another employer within 4 weeks (Michigan); when benefits become payable for the 3d con- 
secutive week following the waiting period (New Jersey). 

10 Employers of fewer than 4 (not subject to the Federal Unemployment Tax Act) outside the 
corporate limits of 22 cities of 10,000 population or more are not liable for contributions. 

11 No partial benefits paid, but earnings not exceeding the greater of $15 or 1 day’s work of 8 hours 
plus any overtime immediately following such 8 hours are disregarded for total unemployment. 

12 Alternative qualification added, effective June 30, 1958, for claimants ineligible under normal 
requirement: 15 weeks at average of $15 or more in preceding 52 weeks and 40 weeks at average of $15 
or more in preceding 104 weeks. 

13 Waiting period is 4 effective days accumulated in 1 to 4 weeks. Partial benefits are 4 of weekly 
benefit amount for each of 1 to 3 effective days. An effective day is the 4th and each subsequent 
day of total unemployment in a week for which not more than $45 is paid. 

14 Generally, the first week of unemployment in the benefit year, for which no benefits are payable. 

Source: U. 8S. Department of Labor, Bureau of Employment Security, Unemployment Insurance 
Service. 






‘d aoeg) 86- O 9£L52 


€°ON (LZ 





Significant provisions of State unemployment ° 


[Prepared for ready reference and comparative purposes. Because of the impossibility of giving qualificat 
should be consulted for authoritative information. In general, the State laws cover employment in m 








Federal law] 
Initial wait- 
ing period 
(weeks) * 
Size of firm (mini- | Wage or employment qualification Comput 
State mum number of (number times weekly benefit amoun 
employees and/or amount unless otherwise indi- wages 
size of payroll) cated) ! Total | Partial cated) 
unem-| unem- 
ploy- | ploy- 
ment | ment 
Massachusetts. __._-. 1 in 13 weeks__.--_-- Rs tN Sg ee 1 1} 1/19 to 1/ 
ent bi 
: averag 
Michigan. --.-.-_------ 4 in 20 weeks___---_- 14 weeks of employment at more 91 91) 63 to 41 
than $15. wage, | 
depenc 
and nu 
Minnesota.---_.....-- 1 in 20 weeks or 4 Rs ee he eS area, ny a 1 1| 2.2 to 1.3 
in 20 weeks.!0 
Mississippi. - -------.- 4 in 20 weeks-_-_-_--- REE, OTE Re RS kes i, A 1 1| Ye-- 
iss ots erie bwlnce, ss Ww cok ak eseceu 14% times high-quarter wages; and 1 oS She. 5... 
$200 in 1 quarter. 
Montana. --.........- 1 in 20 weeks or 1% times high-quarter wages; and 0} (4) Ks to 4 
over $500 in a $170 in 1 quarter. 
year. 
Nebraska. --_..-_....- 4 in 20 weeks or $400 in 2 quarters with at least $100 1 1} Yi1 to %: 
$10,000 in any in each of such quarters; and $200 
quarter. in high quarter. 
Ds a oe lade 1 and $225 in any oN bis ek oun hem hoche 0 0| %s, plus 
quarter. to $20 
6 perce 
New Hampshire--_--- 4 in 20 weeks. -____-- ec arse a ie 1 2| 2.0 to 1.2 
New Jersey .....-....|-..-. do_..........-..| 17 weeks of employment at $15 or 91 91) 24 of ave 
more. and 34 
above | 
New Mexico---_----- 1 and $450 in any 30; and $156 in 1 quarter__...._..__-- 1 ns... 
quarter or 2 in 13 
weeks. 
New York !3_____.__- 2 at any time_._....| 20 weeks of employment at average 1] 132-4) 67 to 50 
of $15 or more.!2 wage. 
North Carolina___-_. 4 in 20 weeks_-_____- I Se hm Bat NS ar 0 0| 2.0 to 1.1 
North Dakota. _.....|..._- Chea ck cece 36; and wages in 2 quarters. .___---- 1 1} Ya, plus 
schedu 
aK oe nec des 3 at any time.._.._- 20 weeks of employment and $240--_- 1 1) Ki7to 4s 
up to 
Oklahoma. -..-.-...- 4 in 20 weeks____._- 20; and wages in 2 quarters_......_-- 1 1} 0---_-- 
Oregon.._._._........| 2in 6 weeks in any | 37; but not less than $700__._____.__- 1 1] Ye------ 
quarter and 
$1,800 in a year. 
Pennsylvania... _.__- 1 at any time_..._..| 32 to 42; and $120 in 1 quarter__-_-_-__-- 1 1} 4s or 4 
greater 
Rhode Island____-_-_|..__. ie kG eae aa 8 oe ae ee 1 1) Y%o------ 
South Carolina. -._--- 4 in 20 weeks_._._-- 1% times high-quarter wages but 1 1} %1 to % 
not less than $240; and $120 in 1 
quarter. 
South Dakota_-_____- 4 in 20 weeks or $600 and $250 in 1 quarter; and wages 1 1| 2 to 4: 
$24,000 in a year. in 2 quarters. 
Tennessee _ ._......-- 4 in 20 weeks_____-. 40, 50, and 60; and $182 in 1 quarter_ 1 1! Yaa to 


See footnotes at end of table, p. 3. 
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alifications and alternatives in brief summary form, the State law and State employment security agency 
it in most types of business and industry, except employment for railroads which is covered by a separate 


‘omputation of weekly benefit 
amount (fraction of high-quarter 
wages unless otherwise indi- 
cated) 2 


19 to 1/30, plus $4 for each depend- 

ent but total may not exceed 

average weekly wage. 

$ to 41 percent of average weekly 

wage, plus allowance of $1 to $25 

depending on average weekly wage 
and number of dependents. 

2 to 1.3 percent of annual wages- --- 


1 TR GG bo Sen ecb hee din uous 


5, Plus $5 for each dependent up 

to $20 but total may not exceed 

6 percent of high-quarter wages. 

0 to 1.2 percent of annual wages-._. 
of average weekly wage up to $45 

and 24 of average weekly wage 

above $45. 


G4 cece ces su sean nccantcoe- Beene 


' to 50 percent of average weekly 

wage. 

0 to 1.1 percent of annual wages. ---- 
4, plus $1 to $3 per dependent, by 

schedule $3 to $9. 

7 to 45, plus $3 for each dependent 

up to $6. 


greater. 








Duration in 52-week period 
Weekly benefit 
amount! for total| Earnings disre- 
unemployment | garded in com- Weeks of bene- 
(in dollars) puting weekly fits for total 
benefit Proportion of unemploy- 
for partial wages in base ment 
unemploy- period 5 
ment 4 
Mini- Maxi- Mini- | Maxi- 
mum4) mum? mum ‘*} mum 
10-14 95-9) $10... <5... 34 percent.___._- 617 26 
310-12 30-55} Up to 4 wbha‘__| 324 weeks of 96 26 
employment. 
12 Se Fad chk ness 42 to 33 percent..| 18 26 
3 OOF Base ek es Uniform. __-_-_--- 20 20 
8 } SRS een eres Pere thrashing 12+ 26 
10 ier esc aaeke Uniform __-____-- 22 22 
10 32} Up to 4 wba‘4__| %---.---------. 13% 20 
8-12 |37. 50-57. 50| $5._....__._..-.- Mia tin 10 26 1 
9 Ot Oe... <3 es Uniform _ ______. 26 26 q 
10 35} Up to 4% wbha‘__| 34 weeks of em- 13 26 4g 
ployment. ¥ 
10 SE ic Wiktbsia Snes siceit ho. cctsk dees 12 24 
10 Gt PP cate ee Uniform: ...-... 26 26 
11 } eee ee, eds ds xe 26 26 
7-10 SB-O5) 9B..w non. i eas OH. <n Series 20 20 
10-13 SB-00) G3... 655.4 cnnk. FE ks ceksank Dore $12 26 
10 BF Fi tigk ie vindce eon Fis stn aiok date ua 6+ 26 
15 at 34 WhO: oS! ikea ne 615+ 26 
10 SE Piisine ott hs... Uniform - ----.-- 30 30 3 
° 
10 0 i 35 to 27 percent.| 10+) 2% 2 
8 26] }4 wha..__.---- Winks <cnsanicds 10 2 3 
12 Le RE 27 to 22 percent.| *13+/ 2 = 
8 Oe erect ens Uniform. ......- 22 22 


+ 
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SIGNIFICANT PROVISIONS OF STATE UNEMPL 


Prepared for ready reference and comparative purposes. Because of the impossibility of giving qualificatio: 
should be consulted for authoritative information. In general, the State laws cover employment in mos 








Federal law] 
Initial wait- 
ing period 
(weeks) 14 
Size of firm (mini- | Wage or employment qualification |____ Com puta 
State mum number of (number times weekly benefit amount 
employees and/or amount unless otherwise indi- wages 
size of payroll) cated) ! Total |Partial; cated) ? 
unem-} unem- 
ploy- | ploy- 
ment | ment 
Ne 4 in 20 weeks_______ 35; and $112.01 in 1 quarter_.--_-_----- 1 Oe PEOvcs.—% 
Pi epn eee. n- l at any time__.___- 1% times high-quarter wages but not 1 1} 1.8 to 1.1) 
less than $500. plus $5 | 
lesser of 

Ress. 3 in 20 weeks______- 30; and wages in 2 quarters_________- 1 A Mijes ni os 

i 1 in 10 days_....--- Ee l 1} Yu to M4r- 

Le ot. 1 and over $100 in 30; but not less than $600 nor more 1 1} 347 to 4s_ 

any quarter. than $750. 

| are 4 in 20 weeks______- RAE. ESI RERE 9 seam 1 Be SOSGi dnc. 

Connecticut _______-- 3 in 13 weeks. _____- $300; and wages in 2 quarters_-__-__-_-_- 1 1} %e, plus § 
to 4% wb 

SNS oa. 1 in 20 weeks______-. tere ek MS oe ee on Es 1 Wh 4h 5 

District of Columbia_| latany time._.._..| 14% times high-quarter wages but 1 1) zs, plus $! 

not less than $276; and $130 in 1 $3.3 
quarter. 

SS . owncbucns 4in 20 weeks or4in | 1% times high-quarter wages but 1 1} 342 to %e- 

8 weeks and over not less than $200. 
$6,000 in any 
quarter. 

OE wins wt dite 4 in 20 weeks------- 40 to 45; and $150 in 1 quarter ___-.-- 1 1} %s- ns 

EE ii chee eons. s 1 at any time______- ce is ee 1 A: SOG... 55. 

NO. uhusine sce ona 1 and $150 in any | 31+ to 38+; $300 in 1 quarter and 1 1} %2 to 46-- 

quarter. wages in 2 quarters. 

A 4 in 20 weeks-_-_-__--- $600; and $150 outside high quarter - -- 1 1} %o, plus § 
claimant 
of more 
pendents 

i ideinad swusneh hoc ocn lic. is iveonuae $250; and $150 in last 2 quarters - -_---- 1 IM SOME. «ioe. 

I i ta a ae a a a 1 _ =) ee 

Rg elcsue ck 4 in 20 weeks or $400, or $200 in 2 quarters..........--- 1 1} 45 up to } 

25 in 1 week. wage bu 

Roentuoeky ...:....... 4 in 20 weeks or 134 times high-quarter wages with 8 1 1) }45-- 

4in 3 quarters times wba in last 2 quarters and 
of preceding $250 in high quarter. 

year, with wages 

of $50 each in 

each quarter. 

Louisiana_...........| 4 in 20 weeks______- ear a ada BO a a ke 1 Rosca ck 

ES ie a Ohi. Aiskviniui na ek 1 1} 2.2to 1.1 pe 

Maryland -__-___..___- 1 at any time---_--- 36; and $192.01 in 1 quarter and 0 0} 44, plus ¢ 

wages in 2 quarters. to $8. 


See footnotes at end of table, p. 3. 
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ifications and alternatives in brief summary form, the State law and State employment security agency 
in most types of business and industry, except employment for railroads which is covered by a separate 


mputation of weekly benefit 


mount (fraction of high-quarter 
vages unless otherwise indi- 


ated) ? 


to 1.1 percent of annual wages, 
lus $5 for each dependent up to 


ssser of wba or $25. 


, plus $4 for each dependent up 
» % wha. 


, plus $1 for each dependent up to 
3.3 


er a gee oe ee 


plus $0.50 to $15 allowance for 
aimants with high-quarter wages 
'more than $639 and 1 to 4 de- 
endents. 


up to \% of State average weekly 
age but not more than $34. 


0 1.1 percent of annual wages. --__ 
plus $2 for each dependent up 
» $8. 


Weekly benefit 
amount ! for total Earnings disre- 
unemployment | garded in com- 
(in dollars) puting weekly 
benefit 
for partial 
unemploy- 
ment 4 
Mini-| Maxi- 
mum ?} mum 3 
6 re RRR ses peetiee e 
310-15 3 45-70| Greater of $10 
or &% basic 
wha. 
10 SR SOG a 
7 OF Wis. os 
10 eis ce 
14 oOS-O0) Sho ei 
10-14 i a __ SL aT pel Se cow 
7 wee 
8-9 2 %wha ae 
10 Be i 5 oe Scns ceo 
7 y ace eee re 
5 Wr ise ois hia os ee 
15 40| 44 wbha__-_- 
10 30-45} $7 
10 33| $3 from other 
than base- 
period em- 
ployer. 
5 NE Ne ca condi nn Zoe eid 
5 34 $8 - Swe esecsdaneonceee 
10 341 14 wages. .___-_- 
5 OO Tle ao cts BOs 
7 33] $5_- - ‘ 
10-12 35-43) $7_- ‘ 





Duration in 52-week period 





Weeks of bene- 
fits for total 
Proportion of unemploy- 
wages in base ment 
period 5 
Mini- | Maxi- 
mum &} mum 
es aiicdinas iw cui 11+ 20 
30 to 29 per- 15 26 
cent.5 
i hoe aha eit 10 26 
eee 10 18 
etna 8 26 26 
Wee se 3 10-26 26 
Pia piped estas ioateton 612 26 
WORK 225i ne 611 26 
Wii et es 11+ 26 
Gs iis du abit oS 5 16 
Uniform ..___.___|* 20-22 3) 20-22 
sin aan eae a 20 20 
.| 32 to 29 per- 10 26 
cent.5 
38 to 32 per- 23+ 26 
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The Cuarrman. Mr. Secretary, we are very much pleased to have | 


you with us today. You may proceed in your own way. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR | 


Secretary Mrrcueti. Mr. Chairman and gentlemen, I have a brief 
statement here which I would like to read. 

I appreciate this opportunity to discuss with the committee the 
administration’s views with respect to legislative proposals for the 
temporary extension of unemployment compensation benefits. 

On March 25, 1958, President Eisenhower transmitted a message to 
the Congress recommending— 
the enactment of legislation to provide for the temporary continuation of unem- 


ployment compensation benefits to otherwise eligible individuals who have ex- 
hausted their benefits under State and Federal laws. 


He stated that— 


these workers and their families should be enabled temporarily to receive weekly 
benefits for a longer period than is now in effect so that in the current economic 
situation they and their families can obtain a greater measure of security. 

The President’s recommendation for this temporary legislation was 
based on the fact not only that unemployment increased sharply after 
the first of the year and rose to heights far above normal but also that 
the rate at which unemployed workers were exhausting their unemploy- 
ment insurance benefits and still remained unemployed was nani 
increasing in many areas. 

These facts are just as valid today. In fact, since I testified in the 
House the rate of benefit exhaustions has exceeded our estimates by 10 
percent. In April about 230,000 workers exhausted their benefits, as 
compared with a figure of about 292,000 for January and February 
combined. 

The total for the first 4 months of this year is about 713,000. We 
now estimate, therefore, that 2.6 millions may exhaust their benefits 
in 1958 as compared with an estimate of 2.3 millions when I testified 
before the House committee on March 28. Important to remember 
in this connection is the fact that even after employment improves, 
exhaustions continue to occur since those most recently laid off from 
work are usually the first ones to be called back to work. 

I think we have to look behind these figures at what they mean in 
human and financial terms to the men and women who are going 
through this experience. A study, published in 1955, was made by 
Duquesne University under the auspices of the United States Depart- 
ment of Labor in cooperation with the Pennsylvania Employment 
Security Agency. 

The study found, for example, that (1) three-fourths of the single 
claimants, and 40 percent of those who were the family wage earners, 
had no other source of income while unemployed except their unem- 

loyment insurance benefits, and (2) that an additional 20 percent of 
th groups had additional income amounting to less that 25 percent 
of their benefit amount. 

The original administration bill provided a program consisting of a 
temporary extension of unemployment insurance benefits to unem- 

loyed workers who exhaust their rights to such benefits under State 
aws and under the Federal unemployment compensation laws for 
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Federal civilian employees, Korean veterans, and railroad workers. 

The administration presented this as a complete program. It is my 
understanding, however, that by mutual agreement of the House Com- 
mittee on Ways and Means and the House Interstate Commerce 
Committee, a temporary extension of benefits to railroad workers 
under the Railroad Unemployment Insurance Act is being handled 
separately. 

The House Ways and Means Committee therefore did not deal with 
the problem of a temporary extension of benefits for railroad workers, 
nor does H. R. 12065 as passed by the House. 

Except for the railroad workers who have been excluded, the pro- 
gram incorporated in H. R. 12065 as passed by the House on May 1, 
when accepted by a State, has all of the major substantive features of 
the program recommended by the administration to meet this 
temporary situation. 

Both bills provide for operation of the program through the State 
employment security agencies acting as agents of the Federal Gov- 
ernment under agreements to be entered into with the Secretary of 
Labor. 

H. R. 12065 does not, as did the administration bill, provide for op- 
eration of the program in any State which does not enter into an 
agreement to carry it out as agent of the Federal Government. 

Since the House by a clear majority favored the administration bill 
as modified by H. R. 12065, and since the House bill, as passed, sub- 
stantially embodies the administration proposals as to the nature of the 
program itself, it is acceptable to the administration. 

Under both proposals the temporary benefits would be provided 
to any worker otherwise eligible under the applicable State and Fed- 
eral laws who has exhausted his regular benefits at any time after a 
specified date and only for weeks of unemployment occurring during 
a specified period. 

The administration bill begins the exhaustion date on December 31, 
1957, H. R. 12065 on June 30, 1957, or such later date as the State 
may elect. We believe it is the intent of H. R. 12065 to move back 
the exhaustion date from December 31, 1957, toward June 30, 1957. 
On this assumption, the modification is acceptable to the 
administration. 

Both bills apply to weeks of unemployment beginning before April 1, 
1959. H. R. 12065 would begin paying benefits for weeks of unem- 

loyment beginning 15 days after enactment, the administration bill, 
for weeks beginning 30 days after enactment. 

We believe that it is preferable to provide a date commencing 15 
days after Federal funds for the program are made available. 

Under both proposals the duration of the temporary benefits is 
fitted into the pattern of the State in which they are paid. Eligible 
claimants would receive the temporary benefits for a period equal to 
one-half of the period during which they received benefits under the 
permanent system. 

A worker, for example, who is eligible for 26 weeks of regular 
benefits at $30 a week under a State law would be eligible for 13 addi- 
tional weeks of temporary benefits at $30. 

Under both proposals the program is to be financed by Federal 
funds and is to be administered by the States as agents of the Federal 
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Government. In order to facilitate speedy effectuation of the pro- 


2% 


gram, the cost during the period of actual operation would be paid © 


out of general funds of the Treasury. , 
Both proposals provide for ultimate Federal financing of the pro- 
gram in a State through a temporary increase in the Federal unem- 


eee insurance tax on employers in that State. This increased | 
Fe 


eral tax, however, would not go into effect until 1963, nor would 


it go into effect if the amount expended from the general funds of | 


the Treasury has been otherwise restored. 
Both the administration program and H. R. 12065 are designed to 


fit in with existing State unemployment insurance systems without | 
problems of adjustment. They would not disturb these systems in | 


any way. They would merely provide Federal funds which the States | 


would expend as agents of the Federal Government to pay benefits to 
unemployed workers who meet all the requirements of State law ex- 
cept that they have exhausted all the regular benefits for that year to 
which the State law entitles them. 

Both proposals gear the number of weeks of additional benefits to 
the nt ha of weeks of regular benefits received by claimants rather 
than giving a fixed number of additional weeks of benefits to all 
claimants in all States. There is a valid reason for this. In some 
States duration of benefits is tied directly to the State’s wage qualifying 
requirements. 

In States with low wage qualifying requirements, providing addi- 
tional benefits for a flat number of weeks could result in some workers 
getting more in benefits than they earned when employed. 

I would like also to comment on the fact that much of the publicity 
with respect to the administration’s proposal and H. R. 12065 as 
passed by the House characterizes the initial Federal payment of the 
cost of the program out of the general funds of the Treasury as a 
loan to the States. 

Neither the administration’s proposal nor H. R. 12065, as passed 
by the House, provides for loans to the States. Both provide for the 
payment of Federal benefits out of Federal funds by States which 
agree to act as agents of the Federal Government for this purpose. 

The legislation would authorize appropriation of the money for 
these benefits from the general funds of the United States Treasury. 
Although provision is made in the legislation for ultimate restoration 
to the Treasury of the amounts so used, this provision is an exercise 
of the Federal taxing power wholly separate from the terms of any 
agreement with a State to carry out the program for paying temporary 
additional unemployment compensation. 

No State would agree to assume an obligation to repay the funds; 
the legislation merely provides that the moneys used to carry out the 
program in each State shall ultimately be restored to the Treasury 
from future Federal taxes on employers in the State if not restored 
in some other manner. 

These facts about the program proposed in the bill should, I believe, 
place in somewhat different perspective the questions that have been 
raised about the authority of State officials to agree to State participa- 
tion and about the need for legislative action by the States as a pre- 
requisite to any State agreement. Such questions are, of course, 
matters of State law for determination by the competent authorities 
of the respective States. 
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In answering them, the State authorities will undoubtedly look to 
the Federal statute to find out what it is that must be actually agreed 
to by the State in order to put the program into effect. 

They may also be expected to consider existing provision of State 
law w hich, I am informed, now provide authority in every State to 
enter into agreements with other States and with the Federal Gov- 
ernment for “the payment of unemployment compensation. 

It is under such authority that States have in the past entered into 
agreements to act as agent of the Federal Government in the payment 
of other Federal unemploy ment benefits. 

The States would act as agents of the United States in carrying out 
the proposed program for paying unemployment benefits from Federal 
funds in the same way that they, do now under other programs. This 
is the arrangement used in the operation of the Federal unemploy- 
ment-insurance programs for Federal civilian employees and for 
veterans. 

In all cases the States without any difficulty entered into agreements 
to act as agents of the United States to operate the programs and pay 
the benefits in accordance with their unemployment-insurance laws, 
just as it is proposed that they would do under this temporary program, 

I think it is reasonable to assume that if this legislation is enacted 
the States desiring to take advantage of this program could and would 
act promptly to enter into similar agreements. 

I do believe that prompt action is important to make this program 
available in every State where the need exists. The temporary pro- 
gram I have outlined is a simple proposal essentially ; it would neither 

make nor require any change in State laws; it would not legally 
obligate the participating States to do anything other than act as 
agents of the Federal Government to distribute the benefits, using 
their already well-established procedures to do so. 

I therefore urge, Mr. Chairman, early action on a temporary unem- 
ployment compensation measure such as I have outlined. 

The Cnatrman. Thank you very much, Mr. Secretary. 

I would like to read for the record a letter dated May 12, 1958, which 
has been received by the committee from the Acting Assistant Director 
of the Bureau of the Budget for Legislative Reference. 

It is as follows: 

DEAR Mr. CHAIRMAN: This is in reply to your request of May 6, 1958, for a 
report from this office on H. R. 12065, a bill to provide for temporary additional 
unemployment compensation, and for other purposes. 

This bill is the administration’s proposal as modified by the House of Repre- 
sentatives. It will provide additional unemployment compensation payments 
for individuals who have exhausted their benefits under existing State laws. 

We urge enactment of such legislation for the reasons which the Secretary of 
Labor will outline in detail to your committee. 

In addition to that the Chair would like to state 

Senator Gorr. Who was the letter from, Mr. Chairman ? 

The Crairman. It is from the Bureau of the Budget, the Executive 
Office of the President, dated May 12, 1958, and signed by Phillip S. 
Hughes, Acting Assistant Director for Legislative Reference. 

Under customary procedure the bill was referred to the Budget 
Bureau and this is in response to the committee’s request for the views 
of the administration on this bill. In addition to that, a message 
from the President has been conveyed to the chairman by one of the 
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White House aids saying the President favors this bill as passed by 
the House. 

I want to make that clear, because the original recommendation of 
the administration did not provide for an optional provision on the 
part of the States. 

I want to ask you, Mr. Secretary, if I have stated the situation 
correctly. 

Secretary Mrrcuett. That is right, sir, you have. 

The Cuarman. You favor now the bill with the optional provision 
that States can either take advantage of it or not take advantage of it 
in their own discretion ¢ 

Secretary Mircnexy. That is right, sir, as I have stated in my 
statement. 

The Cuarrman. Now, Mr. Secretary, I was governor of a State, as 
you know, and I understand our present unemployment insurance 
program, the funds originate completely within the States, coming 
from the employers. 

There is no subsidizing by either the Federal Government or the 
State government. 

The money sent to Washington for deposit, in a trust fund, and 
to the extent that the fund is invested in Federal bonds it draws 
interest. 

That is correct, is it not ? 

Secretary Mircnety. That is correct, sir. 

The Cuairman. The money comes to Washington. But each State 
acts as a separate unit, and controls use of its own funds. By State 
Jaw it can deplete the fund if it chooses to do so. It can fix the dura- 
tion of the payments and can fix the rate of payments without Federal 
control in any way, isn’t that correct ? 

Secretary Mrrcnexu. It can fix the duration of payments and the 
rate of payments on its own unilateral initiative without any Federal 
standards in that connection ; yes, sir. 

The Cuarrman. Can the Federal Government in any way control 
this fund ? 

Secretary Mrrcuety. You are referring now to the funds in the 
unemployment trust fund ? ° 

The Cuarrman. That is right. 

Secretary Mircnett. Which are earmarked for each individual 
State ? 

The CuatrMan. That is correct. 

Secretary Mircuetu. There is no Federal] standard which gives the 
Federal Government any control of the funds. 

The Cuatrman. There is complete freedom on the part of each 
individual State ? 

Secretary Mrrcuetu. That is right, sir. 

The Cuatrman. Touse the fund ? 

Secretary Mircnety. That is right, sir, for benefits. 

The CuarrMan. In any fashion they desire to use it ? 

Secretary Mrrcnety. That is correct. 

Senator Frear. May I ask the chairman a question at this time? 

I do not want to interrupt your questioning. 

The CuarrMan. Senator Frear. 

Senator Frear. Is it a fact or not that this agreement must be 
entered into by both the Federal Government and the State? 
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Secretary Mircue.y. Senator Frear, I am not sure what agreement 
you are talking about. 

The Cuarrman. I am speaking of the State funds. 

Senator Frear. Yes; but isn’t there an agreement between the 
several States as individual States and the Federal Government as to 
the control of the fund and other things in the agreement ? 

You have something in writing between the Federal Government 
and the States regarding the unemployment compensation fund, do 
you not! 

Secretary Mircneny. Yes, sir. There are certain Federal stand- 
ards that are set up by Federal law, but they do not go to the point 
of the level of benefits or the duration of benefits which are com- 
pletely within the purview of the State. 

Senator Frear. There is no veto power by the Federal Government 
on any plan a State may put into practice? 

Secretary Mircuetyi. No, sir; except that the implications of the 
law are that the State—the Federal law directs that the taxes col- 
lected from employers for the payment of benefits may be used by a 
State only for the payment of benefits. 

There is that restriction. 

Senator Frear. Yes. 

The Cuarrman. That of course is in the State law also? 

Secretary Mircueny. It is also in the Federal law, sir. 

The Cuairman. This money does not come from the Treasury of 
the States, and not from general taxation; it comes from a specific 
tax on the employers of labor # 

Secretary Mircnety. That is right, sir, on tle employers. 

The Cuatrman. It is a segregated fund for a specific purpose? 

Senator Bennerr. Mr. Chairman, isn’t there a limit in the amount 
of the tax that can be applied against any employer in that part of 
the law ? 

Secretary Mircuetyi. Yes, Senator Bennett. 

The maximum creditable amount that an employer may be taxed 
for benefits is 2.7 of his payroll and there is a 0.3 percent tax, which 
goes into the Federal fund as distinguished from State funds, which 
is to be used for administration. 

(Data subsequently submitted by Labor Department :) 

Secretary Mitchell was here referring, as the context shows, to the maximum 
of State taxes for benefits which can be credited against the 3 percent Federal 
tax. The statement as reported would be inaccurate unless the word “creditable” 
is inserted. States can and do tax more than the 2.7 but only that amount is 
creditable against the 3 percent Federal tax. 

Senator Bennerr. So the total is three points? 

Secretary Mrrcnett. Three points, the maximum. 

Senator Bennerr. Yes. 

The CHarrmMan. The average rate as I understand it now is 1 
percent. 

Secretary Mircnett. It is 1.3 percent. 

Senator Frear. But the States have no control over this three-tenths 
of 1 percent that goes into the Federal Treasury ? 

Secretary Mrrcuett. No—— 

Senator Frear. That they collect the 3 percent or whatever credit 
they may have for merit rating? 
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Secretary Mircne.u. The 0.3 percent, Senator Frear, is the result | 
of a Federal tax, and goes in earmarked for administrative purposes 
into the Federal—three-tenths of 1 percent. 

Senator Frear. That is collected once a year at the end of the year? 

Secretary Mrrowe.u. Yes. 

Senator Paton, Thank you. 

Senator Martin. Mr. Chairman, in order to clarify it: If the 3 
percent is increased or decreased what authority does ‘that? 

Secretary Mrrcueny. The 2.7 is collected for a maximum of 0.3 for 
administration. The 2.7 is a maximum and may be reduced and is 

reduced in most States. 

Senator Martin. What I am getting at is who does that 

Secretary Mircnei.. The State. 

Senator FLtanpers. May I inquire whether there is to your knowl- 
edge any State which would have to increase beyond the 2.7 in order 
to meet that. 

The Cuarmman. If the Senator would permit me, I was coming to 
that. 

I am trying to bring those points out and I would like to have the 
privilege of completing my questions. 

Mr. Secretary, we have for each Senator a statement prepared by 
the Treasury Department showing funds available, by States, and by 
months since June 30, 1957. 

On December 31, 1957, the total amount in the unemployment insur- 
ance trust fund, exclusive of the loan fund, was $8.6 billion. 

On March 31, it was $7.9 billion, a reduction of approximately $700 
million or little more than $200 million a month. 

Assuming it were possible to continue at that rate this fund would 
last for something ike 20 months without the additional taxes that 
come in, or the interest. 

In the month of March, $54 million was collected in interest. 

I want to take just a few States for illustration and ask you about 
them. 

New York, on December 31, had $1,353 million. New York today 
has $1,278 million, a reduction of $75 million in the New York balance. 

As I understand, New York may not be one of the critical areas. 

Why is it necessary for New York to get any assistance from any 
source, Federal Government, loans or otherwise, when they have 
$1,278 million on hand they can use as they please by the action of 
the Legislature of New York State ? 

Secretary Mrrcne.i. Senator Byrd, it is true, of course, that a State 
like New York or any other State could amend their laws to provide 
additional benefits, but in our opinion this would require action by 
State legislatures, usually at this point in special session. 

Also—— 

The CHainmMan. One minute. 

Has not the Legislature of New York been in special session just 
recently ¢ 

Secretary Mircuett. I believe it has; yes, sir. 

The Cuairman. If this is the emergency it is said to be, and it prob- 
ably is in some areas, would it not justify a meeting of the State 
legislatures / 

Secretary Mircurtt. Well—— 
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Senator Gore. Mr. Chairman, would you ask the witness to speak up 
alittle. Iam having great difficulty hearing him. 
Off the record. ) 
cretary MrrcuEty. May I go a little further, Senator, addressing 
myself to another part of your question: I think it can be said that 
most of the State reserves are based on the ameunts estimated to be 
needed to pay for the benefits provided under the State laws. 

If these reserves were drawn upon to finance these additional tem- 
porary benefits during the present recession, it could put a strain on 
these reserves and upset the long-range financing of the State system. 

The Cuairman. What is the rate now of New York State? 

Secretary Mircuety. We have it here in this table which was pro- 
vided to the staff. 

The average of New York State is 1.7. 

The CuatrMan. 1.7, and you have a leeway of another 1 point, is 
that correct? 

Secretary Mrrcneny. Yes, sir. 

The Cuarman. How much money would 1 point bring in, in New 
York State ¢ 

Secretary Mircnetu. That will require some mathematics which I 
am not capable of doing right here, Senator. 

The CuarrMan. Will one of the staff do it? 

Secretary Mircue.y. We will get that for you. 

Secretary Mitchell later furnished the figure $150 million.) 

he CuairMan. So New York State not ony has a balance of $1,278 
million but they are permitted under the law to add 1 percent to the 
unemployment tax ; isn’t that correct ? 

Secretary Mircueny. That is correct, sir. 

The CuHarrman. You think that New York then is in a position or 
should be in position or should ask for any Federal help of any char- 
acter at all until the State uses the money and facilities it has on 
hand ? 

Secretary Mircueiy. Senator, this proposal of the administration 
and H. R. 12065, was designed to meet an emergency temporary 
problem. 

It was our thinking that to do the least damage and the least dis- 
turbance to the Federal-State system of unemployment compensa- 
tion, that any program of this kind should be on a temporary basis 
and should be separate and apart from the normal Federal-State 
system. 

Certainly on the basis of what New York, and many other States, 
could do, if they wanted to deplete their reserves or if they wanted to 
increase their taxes, it could be said they might be able to take care of 
this problem. 

But this is a national problem, and it was our intent, in proposing 
this legislation, that it be taken care of on a temporary basis without 
interferi ing with the present State laws. 

The Cuairman. Let’s take Michigan. 

In December, December 31, it had $295 million and now it has $221 
million. 

I suppose Michigan has been one of the States hardest hit, has it 
not ¢ 

Secretary Mrrcuett. The unemployment rate in Michigan is very 
high ; yes, sir. 
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, a Cuairman. I am speaking in terms of withdrawal from the 
un: 
Secretary Mircnet. And in the exhaustions. 


TRO HI 


The CHarrman. They have reduced the balance $74 million since i 


December 31. 


New Jersey had $439 million on December 31, and now has $397 [ 
million. They have reduced the balance $42 million in this 4-month | 


period. 


State can affirmatively request to come under this bill, if they do not 
make this request they do not come under this bill, they use their own 
discretion about it. 

Secretary Mitrcueti. That is right, sir. 

The Cuarman. If they docome under the bill, they have a 50 percent 
duration ? 

Secretary Mircueiy. At the level of State benefits. 

The CuarrMan, Then the money that is advanced to the States, if 
necessary, is paid by a Federal tax which is imposed at the end of 4 
years ¢ 

Secretary Mircnett. That is right, sir. 

The Cuarrman. Or the State can use any balance it may have in 
this fund. to pay that advance off ? 

Secretary Mrrcnetu. Well, the bill reads, Senator, that the Federal 
tax will become effective as of 1963 unless and until the money paid 
out is restored to the Treasury. 

The bill does not specify how that money can be restored. 

The Cuarrman. Now that would not be regarded as part of the 
debt of the State? 

Secretary Mrrcnet.. No, sir. The State, under this bill, can agree 
to act as an agent of the Federal Government in the disbursing of 
funds which will be initially appropriated from the General Treasury 
and subsequently recovered by the imposition of the tax, a Federal 
tax, in 1963. 

A State could, if it so desired, agree to act as an agent of the 
Federal Government, and do nothing in the meantime, and the Fed- 
eral tax in 1963 becomes effective. 

The Cuarrman. The point here is that certain States are not 
permitted to contract debt. 

Now from a legal standpoint, as I understand it, these advances 
would not be regarded by the State as a debt of that State because 
they are to be paid back with funds derived from a Federal tax? 

Secretary Mircuety. It need not be regarded by the States; yes, 
sir. 

The CratrmAn. In that way it would avoid any sessions of the 
legislature ? 

Secretary Mircueti. We believe so; yes, sir. 

The CuHamman. You think this plan avoids the necessity of the 
meeting of the State legislatures of the States to provide for bor- 
rowing? 

Secretary Mircue.y. We do, Senator. 

Of course the interpretation of State laws is a matter for the State’s 
attorney general, mA I would not want to attempt to interpret the 


laws of each Sate. But it is our opinion that all that this bill requires 


Now this ee) if I understand it correctly, simply means that a . 


ToD 





su 
th 


ad 


th 





a Wwe 


ERT SR OD 


aR) 


Ao PREETI 7 


Ta T RAAS 


RES 


UNEMPLOYMENT COMPENSATION 95 


js an action by a State official to agree to act as an agent of the Fed- 
eral Government in effectuating this program. 

Senator Wiis. In making that decision though this State 
official, by borrowing this money would be committing the State to 
levy this tax in future years to make the repayment; would he not? 

secretary MircHe.y. No, sir; it is not a State tax, it is a Federal 


Senator Wiu1aMs. Well, he would be more or less making a com- 
mitment that such a Federal tax would be levied to repay it; would 
he not? 

Secretary Mircue.y. Well, the tax is being imposed, sir, by the 
Federal Government. 

Senator Wituiims. Do you think an official of a State can properly 
subscribe to that principle without the authority of the legislature, 
that is my question. 

Secretary Mircue.y. Well, the officials of the States have, in two 
instances, subscribed to the principle of acting as agents of the Fed- 
eral Government in disbursing funds which are gathered from Fed- 
eral taxes in the case of the Federal employees unemployment com- 
pensation and in the case of the unemployment compensation for 
Korean veterans. 

The States now, by agreement, act as agents of the Federal Govern- 
ment in disbursing this money. 

The CHarrman. But Senator Williams is raising a different ques- 
tion. The action of State officials will be followed by an imposition 
of a Federal tax from Washington, and which would not be placed 
upon the employers of that State unless the State by this action 
through the governor, or whoever the official may be, accepted the 
provisions of this bill. 

Do you think a governor would have the right then to submit his 
State to the imposition of a Federal tax which would not be uni- 
versal? The additional tax would be imposed only in the States 
which come under the bill ? 

Secretary Mrrcnety. We think so, Senator, with this reservation: 
That I would not attempt nor would any of our legal advisers 
attempt, to interpret whatever the particular State law may be. 

This is a matter for the States to determine for themselves. 

We believe that they could accept this agency obligation without 
legislative approval. 

The Carman. What do you estimate will be the call upon the 
Federal Treasury which is not in the budget ? 
fe are saying what is paid out here is not in the present budget 

eficit. 

What do you think will be required by the States? 

Secretary Mircuety. Our estimate, assuming that every State took 
advantage of the provisions of H. R. 12065, would be $640 million. 

The Cuarrman. $640 million ? 

Secretary MircHeu. Yes, sir. 

The Cuamman. That assumes that all the States would extend 
the duration ? 

Secretary Mrrcneiu. Yes, sir; this is assuming that all of them do. 

The Cuarrman, To that extent it would add to the present deficit 
until it was paid back in 4 years. 
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How long would it take to pay it back; what is the percent of the | 
tax that would go on? 5) 
Secretary Mrrouer.. At the end of 4 years under the provision of | 
H. R. 12065, the 0.3 percent of the Federal tax now levied upon the | 
oe would be increased by 0.15 making it 0.45 percent. , 
his is like a provision now in the Federal unemployment compen- | 
sation law; it is an automatic increase. 
The Cuarrman. It would take how many years? 
Secretary Mircue.u. The first year, in 1963, this tax of 0.3 percent | 
would go up to 0.45 percent, and the second year, if the money were | 
not repaid as the result of the imposition of that tax, it would go up | 
another 0.15 percent making the total tax 0.6 — i 
The Crarmman. I know. But when would you get that six hun- | 
dred-and-some-million dollars? E 
Secretary Mrrcuett. That is when you would get it, sir. t 
The Carman. How long would it take? 

Secretary Mrrcneiy. Well, that would depend on the amount of 
money expended, but we figure that it would be between 2 and 2% | 

ears. 

* The Cuarrman. Two or two and a half years? 

Secretary Mrrcnexi. Yes, sir. 

The Cuamman. How many States are taxing up to the limit of 
the law, 2.7 ? 

Secretary Mircuety. 2.7; just a minute, sir; we have that infor- 
mation. 

There was a staff paper that shows this, Senator. 

Alaska, 2. 

Senator Bennerr. Can you identify the table in the staff paper ? 

Secretary Mircue... Table 12. 

You will note Alaska and Rhode Island are now taxing to the 
maximum, 2.7. 

The Cuatrman. Are they the only two? 

Secretary MircHeii. Yes, sir. 

The Cuatrman. And the average is 1.3? 

Secretary Mircuey. Yes, sir. | 

The Cuarrman. Now, should all of them go up to the maximum, 
how much additional revenue would that bring in ? 

Secretary Mrrcnety. It would about double the current revenue. 

The Cuarman. What is your revenue now ? 

Secretary Mrrcuett. We will have to figure that out. 

The contributions now collected are $1,544,338,000, approximately 
doubling that, you would get over $3 billion. 

The CnatrMan. $3 billion ? 

Secretary Mrrcuety. Yes, sir. 

The CrHarmman. And that would be far greater than the loss of | 
$700 million that you have had in this total fund from December 31 | 
until March 31; would it not? 

Secretary Mrrcwet. Yes, sir. 

The Cratrman. In other words, the States are not imposing the | 
maximum tax allowed ? 

Secretary Mrronerx. As I pointed out, Senator, these State re- 
serves are based on the amounts and estimated costs needed to pay 
“sad the benefits and the duration of benefits now provided under State 
aws. . 
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he . 


; There is a question 

; The CHarrMan. But you have got another condition here. The 
of! States could temporarily increase the rate up to 2.7 without any need 
he} whatsoever for funds from outside sources ? 

; In fact they could increase the surplus, increase the reserve fund 
m-| considerably if they did that. 


Secretary Mircne.i. Unquestionably the States could, if they de- 
' sired, amend their laws inc reasing the employer tax whatever it may 
mt} benow tothe maximum of 2.7 or whatever it was in between. 
re | The Cuairman. Wasn’t that the original conception of this whole 
ip) program ‘ uF 

Secretary Mrrcue.i. No, sir. The original—— 

The CHARMAN. Has there been any variation of it since it was 
adopted, when was it, in 1935 ? 

Secretary Mircuenit. No; 1935—and by 1938, most of the States 
had adopted it. : 

The Cuatrman. Don’t you think the States have as much obliga- 
tion to meet an emergency as the Federal Government has when we 
have got a deficit up here of around $10 billion ? 

Secretary Mrrcuenyt. Senator, it seems to me that, first, there is « 
real need here in terms of speedy action. 
of I doubt that such action can be achieved through meetings of State 

legislatures as rapidly as it might be under a Federal program. 
r- Also I have serious doubt as to whether it is desirable for a tem- 
rary program to completely revise the tax base and the whole 
eo structure 7 the long-range financing of a State’s system. 

The Curran. I do not understand that the tax base would be 
completely revised if States simply increase the tax up to the maxi- 

mum already allowed. They could be reduced again when the emer- 
8 gency was over. 

It seems to me — this is a very fundamental question that con- 
fronts this country. I do not understand why the States cannot take 
care of themselves; why do they come to the Federal Government 
when every State in the Union has proportionately a far less debt 

than the Federal Government and much less deficit. They can take 
, care of this matter on a temporary basis as well as the Federal Gov- 
ernment can do it. It would automatically adjust itself, because 
Be the need ceases to be there, the rates would be reduced. 

I do not want to take all the time, but I do want to ask one more 
question about the loan fund. 

Now the unemployment loan fund is financed by three-tenths of 
1 percent Federal tax, the proceeds of which are used also for admin- 
istrative costs. Is that correct? 

Secretary Mrrcneiy. The three-tenths of 1 percent which is col- 
f | lected from the employers goes into an earmarked fund in the Fed- 
a eral Treasury, which is used for administration of the program, both 

at the Federal and State levels. 

Any excess in that tax goes into a fund which, under the Reed 

> | act of 1954, is kept at $200 million. 

The CHarrMan. How many loans have been made out of that fund 
to the States during the present emergency ? 
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Secretary Mrrcne.ty. During the present emergency, Oregon, 
think, recently borrowed $14 million from the fund. 

The Cuatrman. Didn’t they borrow that $14 million to avoid in- | 
creasing the State tax ? 

Secretary Mrrcne.w. I believe that was the reason given; yes, sir. 

The Cuarman. It was a question that they had to automatically | 
increase the State tax in Oregon because they had reached a certain | 
point in their reserves. They could have increased the tax and there) _~ 
would have been no need to borrow this 14—what was it, $14 million? © 

Secretary Mrrcne... I think it was, sir. And Alaska has borrowed | 
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: 
3 times, I believe, from the fund, once about 3 years ago, and once last © Als 
year, and once this year. I think it was $5 million that they borrowed.) rk 

e Cuarrman. The record shows that through all this emergency 4 
there have been only 2 applications for loans, 1 from Alaska and 1] = 0 
from Oregon. ; Dis 

Secretary Mrrcnetn. The Alaska loan, sir, was this year, last year, | oe 
and 3 years ago. os 

The Cuarrman. Then there has been one during the emergency ? Illi 

Secretary Mircuety. Yes, sir; if you want to put it on that basis.) [oy 

The Cuarrman. There has only been one request from a State that me 
wanted to borrow from the fund which is already in existence for the Lo 
purpose of loaning to the States; is that correct ? . 

Secretary Mircuety. That is correct, sir. ee 

The Cuarmman. There is one more thing I want to ask you to do. Mi 
I want you to take this table, beginning with December 31, and change | 
the figures on the assumption that all the States raise their tax to) WM 
2.7 and give me the revised figures showing what the condition of this — _—Ne 
fund would be had they raised the tax to 2.7 which they are permitted | N 
to do under the law, and which it was reasonable to expect they would | = 
do, before they called on the Federal Government. fp ON 

Secretary MircueEt.. I will be very happy to do that, Senator. f Oo 

May I make one point with relation to this 2.7 which goes againto | $ 
the point I tried to make that I question the wisdom of getting intothe | 
whole long-ranve financing of the State systems. Bo 

This 2.7 maximum has in it the elements of rewarding employers | * 
by reducing their tax for their turnover record. a 

In other words, this is a merit system in most of the States, and em- vi 
pores have incentive in normal times to keep their turnover ata | =}, 

ow point, which automatically reduces their tax. ¥ 

The Cuamman. I understand that. . 7 

Secretary Mrrcnett. And I think that should be considered. . - 

The Cuarrman. We should keep that in the consideration. : 

I do not ask for this information overnight; but, if you can get it, | 
it would be helpful to learn what the situation might be under exist- : 
ing law. i s 

Secretary Mircney.. Yes, sir. 

May Lask which table you are referring to? 

The CuHarrman. I am referring to this Treasury table, giving the : 
balances of each State. . 


Secretary Mircnety. All right. 
(The material is as follows :) 
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Estimated State reserve funds* on Dec. 31, 1957, if all States had collected 2.7 
percent of tawable wages during 1957 


[Amounts in thousands of dollars] 





























| 
| Actual Contribu- | Additional Actual Reserves 
Reserves | contribu- tions at revenue reserves Dec. 31, 

State Jan. 1, | tions 2.7 percent | at tax rate Dee. 31, 1957 with 

1957 collected 2 | of taxable | of 2.7 per- 1957 4 additional 

wages 3 cent revenue ! 
United States........... | $8, 573, 571 | $1, 544,338 | $3,085,439 | $1,541,101 | $8, 662,101 | $10, 203, 202 
el chases tigi cnpaionicisiiiinie 83, 820 19, 214 41, 546 | 22, 332 88, 368 110, 700 
i a pasieoauinwcainn ss 698 4, 908 Sy aes ae 5 1,550 1, 550 
SS 54, 099 7, 737 15, 277 7, 540 58, 718 66, 258 
Rp osnbsvobabsocous abel 46, 012 6, 797 15, 768 8, 971 44, 727 53, 698 
ak ahntnialine omaies | 964, 449 | 155, 247 302, 152 146, 905 | 998, 922 1, 145, 827 
linn ibntgitnepsdéanon | 74, 230 | 6, 308 23, 733 17, 425 | 76, 903 | 94, 328 
COR a 65 once nce cnests 245, 840 27, 151 60, 589 33, 438 248, 478 281, 916 
a cesnsonatinwee acdgneds 17, 169 2, 713 10, 995 8, 282 15, 088 23, 370 
District of Columbia__.....--- | 56, 939 4, 508 16, 378 11, 870 58, 698 70, 568 
ities ditt cin ened > steennt 88, 491 15, 462 57, 450 41, 988 93, 621 135, 609 
itinnkn oct cinnacenweenl 149, 407 22, 307 49, 040 26, 733 151, 888 178, 621 
Hawaii----- Seuwwabvadamithbindie | 22, 496 2, 852 7, 512 4, 660 23, 077 27, 737 
tic pwawstne wknd wenden 37, 676 4, 004 7, 961 3, 957 36, 570 40, 527 
DCI ccvueveawnsusiasaweiwe | 480, 265 | 83, 048 | 216, 437 | 133, 389 500, 574 633, 963 
a oe pamebked 212, 784 33, 977 87, 960 | 53, 983 212, 176 | 266, 159 
Tn citadel haut aspegtind 111, 189 8, 580 | 31, 137 | 22, 557 113, 948 136, 505 
0 ES a ere 83, 143 10, 959 26, 538 15, 579 86, 088 101, 667 
IS uins soiy irutet anak aseedigc 124, 393 24, 964 34, 302 9, 338 121, 045 130, 383 
IL 0 cn weed dniedalthelssn 138, 145 | 21, 750 41,704 19, 954 152, 871 172, 825 
CE 45, 826 8, 464 | 14, 237 5, 773 45, 537 | 51, 310 
Maryland_-____.----. Siintgiletpdat 117, 973 19, 035 | 50, 936 31, 901 116, 642 148, 543 
Massachusetts. -........-- ‘ 316, 958 65, 297 111, 074 45, 777 317, 790 | 363, 567 
ee am ivaitin 300, 023 115, 914 151, 725 | 35, 811 295, 025 330, 836 
i <acso¢esanesee : 119, 103 16, 227 49, 062 | 32, 835 113, 488 146, 323 
TENNIS PSE ee 36, 077 9, 086 15, 653 | 6, 567 34, 602 41, 169 
TT xn cithpddbbeend studs 217, 618 26, 345 71,018 44, 673 226, 562 271, 235 
Montana. -....-..-- seevte 46, 184 | 4, 042 | 8, 693 4, 651 43, 816 48, 467 
ID. cncnccuseceo= | 39, 480 5, 169 14, 915 | 9, 746 39, 766 49, 512 
Nevada __- aia 19, 335 4, 628 6, 347 | 1,719 19, 72 21, 489 
New Hampshire_- sc ly ees dd seiko 23, 281 | 6, 151 10, 321 | 4,170 24, 999 | 29, 169 
New Jersey.......-....-. bebe 459, 766 89, 151 134, 035 44, 884 439, 803 484, 687 
SS Se ee 38, 100 4, 731 10, 812 | 6, 081 40, 643 46, 724 
New York_. Dine cities a atl 1, 305, 825 254, 626 391, 069 | 136, 443 1, 355, 730 1, 492, 173 
North Carolina___._-_-.--.-_- 179, 134 30, 519 56, 641 26, 122 182, 207 208, 329 
North Dakota-_-___- picisdinact 10, 107 | 2, 662 | 4, 524 1, 862 10, 223 12, 085 
ee | 629, 758 | 55, 651 | 204, 070 | 148, 419 618, 636 767, 055 
Oklahoma__-_-_-_-_-.- Stectesiesitll tem 53, 714 9, 939 27, 124 | 17, 185 53, 868 71, 053 
a ee ee 54, 663 16, 975 31, 702 | 14, 727 | 41, 894 56, 621 
Pennsylvania. _____. — | 383, 862 | 143, 779 | 235, 656 | 91, 877 | 346, 771 438, 648 
SE I, nn ce ck mccneacc 31, 199 | 18, 603 J | ae 31, 390 31, 390 
South Carolina........_--- 73, 530 11, 890 26, 420 | 14, 530 75, 013 89, 543 
South Dakota-_-.--._--- a 13, 615 1, 723 4, 654 2, 931 14, 179 17, 110 
MINE. oo eéGinedcccece ce 95, 004 | 28, 925 44, 059 15, 134 91, 572 106, 706 
onsen cae nein 293, 835 31,922 | 128, 854 | 96, 932 301, 247 398, 179 
iss dita SR 38, 424 5, 884 12, 293 | 6, 409 | 40, 420 46, 829 
SN co ticn one ddducdadd 16, 612 2,591 | 5, 262 | 2,671| 16,928 19, 599 
Ds cennd< : ied 91, 332 10. 215 | 47, 218 37, 003 92, 894 129, 897 
DR. Co ccstekoccos 198, 350 39, 775 48, 538 | 8, 763 204, 348 213, 111 
West Virginia... .__- i 64, 533 12, 648 29, 312 16, 664 67, 625 84, 289 
| eT o-| 252, 981 27, 425 | 64, 723 | 37, 298 | 259, 172 296, 470 
an anasisisemususeis | 16, 125 1, 861 | 4, 529 | 2, 668 16, 276 18, 944 





1 Not including additional interest that would have been earned on additional revenue. 
* Includes contributions and penalties from employers, and both employer and employee contributions 
in 3 States (Alabama, New Jersey, and Alaska) which tax workers. 
den oe employer and employee contributions in 3 States (Alabama, New Jersey, and Alaska) which 
x workers. 
‘Includes funds credited to State accounts on July 1, 1957, under provisions of the Employment 
ity Administrative Financing Act of 1954. 
§ Includes $2,630,000 loan received in January 1957. 


Nore.—It is not possible to estimate with sufficient accuracy either the tax yield for January to March 
1958—assuming that a 2.7 percent rate had been in effect during the Ist quarter of 1958—or the reserves 
which would have accumulated at the end of the quarter, since reports from the States on the tax rates 
actually in effect and the payrolls to which they apply are not due until later in the year. 
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The Cuairman. What is the rate in Oregon now? It has a rate of | 


1.47 when they are allowed under the law to tax up to 2.7, yet they 
come here and borrow $14 million out of the loan fund. 

Was that the rate ? 

Secretary Mrrowe nu. One point four as I read it here. 

Senator Frear. That is the average? 

Secretary Mrrcue.y. Yes, the average. 

The Cuatrrman. What makes a State eligible to borrow from this 
$200 million fund ? 

Secretary Mrrcwext. If a State’s reserves at the end of any calen- 
dar quarter have fallen to an amount that is equal to or less than the 
benefits paid out in the last 4 calendar quarters, the State is eligible 
for a loan from the Federal unemployment account—this is the Reed 
Act, not to be confused with our present proposal, equal to the highest 
quarterly expenditure in the preceding 4 quarters. 

The Cuarrman. That is the way that Oregon is capable of taxing. 

Thank you. 

Senator Frear? 

Senator Frear. In this fund, Mr. Secretary, on the Federal unem- 
ployment account, when it gets above the $200 million then where 
does the excess go of this three-tenths of 1 percent collected ? 

Secretary Mrrcue.i. It goes back to the States. 

Senator Frear. It goes back to the States to the State fund in pro- 
portion to their grants or taxes? 

Secretary Mircuex. In proportion to the income, the taxes. 

Senator Frear. From the several States? 

Secretary Mircne yi. From the States, yes, sir. 

The Cuarrman. Excuse me, Senator Frear. I am told the Federal 
Government does not use the entire three-tenths of 1 percent—it is 
three-tenths of 1 percent for the loan fund. Part of it is used for 
administrative purposes. 

Secretary Mrrcnett. Whatever money is used from that fund is 
used for administrative purposes, both at the State and Federal level. 
We have not used all of it, which is 

The Cuatrman. The balance goes into the Federal unemployment 
account ; is that it? 

Secretary Mrrcneti. The balance not used for administrative pur- 
poses goes into this unemployment account up to the point of $200 
million. 

The CHatrman. Yes. 

Secretary Mrrcneiy. Anything above $200 million goes back to the 
States. 

The CuatrmMan. What is the administrative cost that comes out of 
this three-tenths of 1 percent ? 

Secretary Mrrcney. The cost of Bureau of Employment Security 
in the Department of Labor, the administration 

The Cuatrman. What are the figures? 








Secretary Mircueiy. We will have it in a minute, sir. 
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First I would like to say that this finances the administration of 
the employment security program, which is the employment offices 
and the unemployment compensation offices in all of the States, and 
the total amount of that administration, plus the Bureau of Employ- 
ment Security of the Department of Labor amounts to about $330 
million. 

The CuHArrRMAN. $330 million ? 

Excuse me, Senator Frear. 

Senator Frear. That is all right. 

About what percentage of the three-tents of 1 percent is normally 
used in administration ¢ 

Secretary Mircurtyt. Mr. Brown tells me, Senator Frear, it has 
gone from an average of about 85 percent of the total income to, we 
anticipate in fiscal 1959, where it will be more than 100 percent because 
of the increased load, administrative load that is placed on all the 
States and the local offices, but this is a temporary condition. 

Senator Frear. You do not anticipate that it will go beyond the 
the three-tents of 1 percent? 

Secretary Mircne.yi. Oh, no, sir, not as a regular thing. 

Senator Frear. That you will be able to keep within that? 

Secretary Mircne.. Yes, sir. 

Senator Frear. I understood you to say, Mr. Secretary, that that 
does include the costs of administration in the States, in other words, 
the States make no contribution from their 2.7 percent or any fraction 
thereof toward the administration. 

Secretary Mrrconety. No. 

Senator Frear. So it all comes out of the three-tenths of 1 percent? 

Secretary Mircue.. Yes, sir; the 2.7 or any fraction thereof is 
used for benefits solely. 

Senator Frear. Thank you, Mr. Chairman. 

The CHatrMan. Senator Martin? 

Senator Martin. Mr. Chairman, may I ask that these tables be 
inserted in the record ? 

The CHammMan. Without objection. 

(The documents are as follows :) 
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Unemployment trust fund withdrawals by States by months 
FIRST QUARTER 1958 


Balances 


States June 30, 1957 


III: nnn inciahininia eek nite aennpiietirnecprdtneds $85, 646, 487. 24 
RL LS so hibited hh ens mamaatindnnenonie 747, 541. 76 
ino ccncasksetintpapadsckinampess 56, 022, 827. 36 
PEG Scitchosedubendtcubtakindwhassas 43, 597, 106. 16 
I nnsinic int eleinemen anantiihicadee cletinsien sie 969, 825, 315. 12 
RR SS AEE SRE TRS 74, 560, 191. 59 
Sdn cbacebdditticatedboukesésos 246, 583. 420. 63 
cee elcid la cia 15, 507, 445. 88 
57, 267, 329. 87 

93, 490, 079. 62 

149, 747, 190. 84 

22, 604, 284. 04 

35, 947, 444. 57 

482, 204, 283. 31 

209, 507, 423. 04 


110, 288, 986. 33 
82, 336, 992. 48 
119, 959, 869. 85 
142, 944, 103. 88 
45, 551, 048. 01 





Maryland Pies hleheutbsadbnie Cees dwchine ok 117. 839, 639. 68 
Massachusetts..........................--.] 309, 938, 136. 34 
eh Romane 298, 944, 590. 28 
MINS bod A ctds.. ciccaknt cscbetcok 112, 296, 160. 84 
de i ss cndchadkinieda 33, 666, 828. 43 
ET As Sandu dubalitisn cheba cies seuupeiewes 218, 929, 363. 91 
RS Eee ee ES i ioe Sd 43, 858, 625. 02 
I ete DoT caweawe 7, 854, 161. 53 
aS 19, 039, 663. 58 
New en orrerer-ron~ saietidtiad 23, 324, 604. 55 
New Jersey -- a 441, 315, 234. 80 
NN te Ek 38, 548, 033. 62 


_.|1, 305, 956, 213. 68 
177, 242, 211. 36 
8, 889, 873. 59 


ee Ls Woks SS. 4ecawectine 
i thc cemievcanncgeoe mated 








ere ol ton opined cpanel 621, 189, 728. 62 
nde a ee 51, 925, 090. 05 
LE Se oe Ee 44, 525, 351. 99 
SEE ET 359, 115, 503. 79 
cetencnsid thivcdeion tien Sp onwieuda< 29, 295, 020. 49 
I enn eg wada 73, 226, 268. 30 
I 13, 212, 332. 14 
cots nc uidich tila inthis aabcctiteinGeisaiouigcace oie 90, 527, 564. 38 
Texas _. echdiadasidnrenchesmainall 295, 941, 635. 47 
era le, ot ent i ie 38, 199, 112. 16 
I hai Ciara ee as a 16, 649, 518. 23 
i es 91, 679, 699. 46 
Washington. -_...........- 200, 380, 769. 49 
West Virginia 65, 574, 277. 16 
Wisconsin. ____..-- 252, 937, 186. 27 
RIN i hs ad si 15, 434, 874. 03 
ee 


Railroad unemployment insurance account 
Federal unemployment account...._.____- 
Undistributed appropriations-......._._._- 


204, 155, 471. 58 
205, 507, 799. 64 


8, 491, 806, 644. 82) 172, 873, 732. 29 















Deposits 


$1, 915, 105. 16 
288, 444. 92 
844, 560. 79 

1, 144, 734. 76 

13, 599, 497. 89 

879, 743. 65 

3, 073, 052. 32 
272, 298. 02 
544, 862. 60 
1, 738, 156, 28 
2, 838, 447. 01 
315, 111. 65 
684, 315. 95 
7, 658, 065. 45 
5, 465, 959. 15 
1, 158, 702. 73 
1, 909. 733. 43 
1, 798, 952. 50 
1, 687, 122. 69 
1, 020, 702. 04 
2, 008, 129. 56 
6, 531, 731. 43 
22, 75, 458. 49 
2, 364, 927. 07 
1 228 088. 53 
530, 872. 34 
491, 069. 75 
845, 163. 04 
714, 452. 99 

672, 843. 82 

6, 469, 285. 94 
697, 403. 61 

19, 536, 545. 56 

8, 461, 621. 16 


eras 3) 
far 


369, 844. 05} - 


5, 942, 266. 38 
1, 317, 701. 66 
2, 535, 800. 68 
8, 626, 515. 57 


L, 547, 220. 78 
6, 753, 849. 02 
323, 176. 69 











or! go fS 


rir 
2e 


July 1957 


Withdrawals 


3g 
38 
ss 


3 
SSSSSSE5= 
23232222238 


540, 006 


~~ 


1, 725, 000. 00 
5, 600, 000. 00 
9, 925, 000. 00 
1, 165, 000. 00 
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, 808, 192, 759. 24 


— 


Balances 
July 31, 1957 





$85, 811, 592. 


246, 656, 472. 95) 
15, 431, 743. 
57, 517, 192. 47, 
93, 528, 235, 

150, 085, 637. 85 
22, 769, 395. 
36, 356, 760. 52) 

482, 687, 348. 7 

212, 623, 382. 19 

110, 947, 689. 00) 
83, 706, 725. 91 

119, 153, 822. 35 

143, 781, 226. 57 


33, 769, 916. 
223, 710, 236. 25 
43, 974, 694. 77) 
38, 399, 324. 57 


177, 203, 832. 52 
9, 259, 717. 64 
621, 281, 995. 00 
52, 477, 791. 71 
45, 811, 152. 67 
352, 542, 019. 36 
29, 470, 214. 93 
73, 961, 291. 47 
13, 579, 020. 81 
90, 123, 889. 05 
300, 377, 276. 11 
38, 994, 629. 51 
17, 049, 397. 68 
91, 962, 634. 27 
204, 040, 761. 47 
66, 321, 497. 94 
257, 616, 035. 29 
15, 658, 060. 72 








688, 380. 06 


71, 195, 220. 32 —71,195,220.32 


-9, 235, 000. 00 "235, 608, 851. 64 
—5, 832, 400. 00 


199, 675, 399. 64 





cb citiapuitten sa viedinwndiasand 


9, 062, 665, 136. 36) 102, 366, 892. “ 144, 326, 400. 00/9, 020, 705, 628. 39 
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FIRST QUARTER 1958 





NR ee cans 


August 1957 September 1957 
ean 
i Deposits Withdrawals Balances Deposits Earnings Withdrawals Balances 
Aug. 31, 1957 Sept. 30, 1957 





$4, 629, 512. 76) $1,050, 000.00) $89,391, 105.16] $100,000.00} $578, 538. 73) $1, 500,000.00] $88, 569, 643. 89 
1, 322, 192. 71 105, 000, 00 2, 108, 179. 39 34, Ge Oss == 675, 000. 00 1, 445, 643. 75 
1, 738, 000. 00 280,000.00) 57, 949, 388. 15 56, 000. 00) 377, 153. 91 375, 000.00} 58, 007, 542. 06 


TORRE TSE 


1, 040, 000. 00 650, 000.00} 44, 681, 840. 92 50, 000. 00 292, 385. 87 500,000.00] 44, 524, 226. 79 
38, 201, 032.99) 9, 200, 000. 00/1, 004, 725, 846. 00! 391, 347. 55) 6, 537, 656.15) 7, 300, 000. 00/1, 004, 354, 849. 70 
1, 327, 000. 00 415, 000. 00 75, 996, 935. 24] 53, 000. 00 497, 652. 78 275, 000. 00 76, 272, 588. 02 
6, 965, 000.00) 1, 800, 000. 00 251, 821, 472. 95 71, 000.00) 1, 644, 804.96) 2, 400,000.00} 251, 137, 277.91 
405, 000. 00 468, 000. 00 15, 368, 743. 90} 337, 000. 00 102, 071. 47 352, 000. 00 15, 455, 815. 37 

1, 106, 050. 00 405, 000.00) 58, 218, 242. 47 19, 347. 50 381, 860. 74 295, 000. 00 58, 324, 450. 71 
3, 860, 000.00) 1, 800,000.00) 95, 588, 235. 90 131, 000. 00 622, 905.21} 2, 575,000.00) 93, 767,141.11 
4, 525,000.00} 2, 100,000.00) 152, 510, 637.85 100, 000. 00 996, 864.00} 1,699, 303. 36) 151, 908, 198. 46 
563, 113. 86 120,000.00} 23, 212, 509. 55 16, 991. 29 151, 481. 04 175,000.00} 23, 205, 981. 84 
656, 000. 00 145, 000.00} 36, 867, 760. 52 21, 000. 00 240, 877. 32 386, 315.95) 36, 743,321.80 
22, 193,591.49) 5,025,000.00; 499, 855, 940. 25 245,000.00} 3, 239,670.81) 6,075,000.00) 497, 265, 611. 0 
6, 751, 000.00} 3,050, 000.00} 216, 324, 382. 19 127,000.00} 1, 410,043.25) 2, 500,000.00} 215, 361, 425. 49 
1, 786, 013. 67 500,000.00} 112, 233, 702. 73 300, 000. 00 735, 395. 67 500, 000.00} 112, 769, 098. 48. 
2; 000, 000. 00 590, 000.00} 85, 116, 725. 91 40, 000. 00 555, 200. 93 505, 000.00} 85, 206, 926. 84 


6, 300, 000.00} 1,900,000.00) 123, 553, 822. 35} 150, 000. 00 800, 363.35} 2, 900,000.00} 121, 604, 175. 70 
5, 569, 000. 00 700, 000.00} 148, 650, 226. 57 122, 000. 00 965, 145. 95 700, 000. 00| 149, 037, 372. 52 


CET RSE ITA: 














1, 774, 300, 00 565,000.00} 47, 196, 050. 05 31, 900. 00 307, 120.73} 1,075,000.00| 46, 460, 070. 78 

4, 140, 000. 00} 2, 550,000.00} 119, 712, 769. 24 815, 000. 00 784, 886.08) 1, 800,000.00) 119, 512, 655. 32 

5 15, 260, 000. 00} +3, 300,000.00} 322, 829, 867. 77 470, 000.00} 2,086, 113.72) 6, 000,000.00} 319, 385, 981. 49 
: 18, 982, 655. 54) 9, 960,000.00} 320, 917, 704. 31 397, 293. 93} 2, 058, 264. 28) 13, 350,000.00} 310, 023, 262. 52 
t 2, 510, 000. 00 820, 000. 00} 115, 186, 087. 91! 80, 000. 00 753, 835. 40 970, 000.00} 115, 049, 923. 31 
’ 1, 810, 000. 00 675, 000.00} 34, 904, 916. 96) 30, 000. 00 226, 117. 57! 950, 000.00) 34, 211, 034. 53 
2, 675, 000.00} 1, 175,000.00) 225, 210, 236. 25) 75, 000.00} 1, 473, 732.23) 1, 575,000.00; 225, 183, 968, 48 

900, 300. 00 200, 000.00} 44, 674, 994. 77 16, 700. 00 292, 572. 10} 300, 000.00} 44, 684, 266. 87 

z 980, 000. 00 200, 000. 00 39, 179, 324. 57 25, 000. 00) 255, 367. 81) 200, 000. 00 39, 259, 692. 38 
fi 840, 000. 00} 225, 000. 00} 20, 119, 116. 57 23, 000. 00| 130, 271. 35) 300, 000. 00 19, 972, 387. 92 
1, 395, 000. 00 410, 000. 00| 24, 672, 448. 37) 14, 000. 00) 159, 399. 69 360, 000.00} 24, 485, 848. 06 
i 22, 670, 000.00) 9, 100, 000.00) 451, 954, 520. 7 985, 000.00) 2, 935, 636.49) 7, 350,000.00} 448, 525, 157. 23 
855, 000. 00 180, 000.00} 39, 830, 437. 23 55, 000. 00 260, 203. 36) 190, 000.00} 39, 955, 640. 59 

é 65, 441, 949. 99} 15, 600, 000. 00} 1, 353, 034, 709.23] 1, 270. 768.51] 8, 776, 852. 62) 14, 600, 000. 00/1, 348, 482, 330. 36 
‘ 6, 315, 000.00} +2, 800, 000.00} 180, 718, 832. 52 130, 000.00} 1, 183, 536.32} 1, 800,000.00} 180, 232, 368. 84 
f 485, 126. 41) --_- 9, 744, 844. 05 10, 000. 00 62, 519. 68 25, 000. 00} 9, 792, $63. 73 
11, 541, 442. 52) 6, 100,000.00) 626, 723, 437.52) 4, 625,000.00) 4,121, 401.45) 5, 325,000.00; 630, 144, 838. 97 
é 2, 100, 000. 00 650,000.00) 53, 927, 791. 71 55, 000. 00 350, 384. 50 905, 000.00} 53, 428, 176. 21 
: 3, 218, 648. 01 950, 000.00} 48, 079, 800. 68 86, 000. 00 308, 542.44) 1,800,000.00) 46, 674,343.12 
H 3 , 457, 000. 00] 14, 100, 000.00} 375, 899,019. 36) 2, 240,000.00} 2, 406, 961.02} 13, 000,000.00} 367, 545, 980. 38 
3, 668, 000.00) 1, 150,000.00) 31, 988, 214.93 68, 000. 00 203, 256.05} 1, 350,000.00; 30, 909, 470. 98 

; 2, 325, 000. 00} 1, 200,000.00} 75, 086, 291. 47 50, 000. 00) 489, 943. 81 800, 000.00; 74, 826, 235. 28 
203, 000. 00 30, 000.00} 13, 752, 020. 81 12, 000. 00 89, 843, 49 25, 000.00} 13, 828, 864. 30 

¥ 6, 374, 000.00} 3,040, 000.00} 93, 457, 889. 05 78, 000. 00 607, 024. 46) 1,950,000.00} 92, 192, 913. 51 
F 6, 117,000.00} 1, 800,000.00) 304, 694, 276. 11 327,000.00} 1, 991, 840. 49) ry 800, 000.00) 305, 213, 116. 60 
I 950, 000. 00 180,000.00} 39, 764, 629. 51 20, 000. 00 258, 058. 94 215, 000.00) 39, 827, 688. 45 
: 223, 540. 55 150, 000.00} 17, 122, 938. 23 8, 614. 09 112, 143. 41 150, 000.00} 17, 093, 695. 73 
1, 995, 000. 00} +1,050,000.00) 92, 907, 634. 27 90, 000. 00 609, 853. 89 950, 000.00) 92, 657, 488. 16 

11, 800, 000.00; 1, 600,000.00) 214, 240, 761. 47 250, 000.00) 1, 377,574.49) 2,425, 000.00) 213, 443, 335. 96 

2, 952, 000. 00} +1,000,000.00} 68, 273, 497. 94 130, 000. 00 442, 888. 23) 1, 000,000.00) 67, 846, 386.17 

2, 619, 922.80} 1, 825,000.00) 258, 410, 958. 09 136, 386.16] 1, 695,091.57) 1, 875,000.00) 258, 367, 435. 82 

307, 150. 27 50,000.00} 15, 915, 200. 99 10, 573. 40 103, 887. 41 50, 000. 00 15, 979, 661. 80 

351, 823, 543. 57/112, 938, 000. 00/8, 774, 306, 920. 68} 14, 958, 386. 79) 57, 045, 187. 22/116, 152, 619. 31/8, 730, 157, 875. 38 

9, 958, 756. 33) 10, 520,000.00} 285, 047, 607. 97} 11, 385, 206.71} 1, 893, 239. 22} 10, 245, 000.00} 288, 081, 053. 90 


Pe nadaadenes +4, 487, 000. 00 204, 132, 399. 64}- rahe 1, 346, 661. 85]... ---.------ 205, 479, 061. 49 


361, 782, 299. 90}119, 001, 000. 00/9, 263, 486, 928. 29) 26, 343, 593. 50) 60, 285, 088, 29/126, 397, 619. 31|9, 223, 717, 990. 77 
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States 





PG cnuesedhonduuuene< or 2 
tie cea Gibb skenstn 
SR Aci wcitabadoeee~e 

PO eee 

i ss as ak oc 
| ERE 
Connecticut___-_- 
Delaware_- 
District of Columbia. -- 


Balances 
Sept. 30, 1957 


$88, 569, 643. 89 

1, 445, 643. 75 

58, 007, 542. 06 
a 44, 524, 226. 79 
--|h , 004, 354, 849. 70 
76, 272, 588. 02 
251, 137, 277. 91 


58, 324, 450. 71 
11 


2D QUARTER 1958 


] 
Deposits 


$381, 804. 84 
140, 039. 60 
325, 000. 00 
625, 773. 21 

5, 274, 830. 88 
403, 000. 00 

1, 070, 000. 00 
5, 000. 00 

153, 488. 00 


Florida_ 
Georgia. ena 
Hawaii 
Idaho 

Tilinois -- - - 


93, 767, 141. 
151, 908, 198. 
23, 205, 981. 
36, 743, 321. 
497, 265, 611. 


49 
88 
89 
06 


452, 000. 00 
1, 120, 000. 
152, 155. 
420, 000. 
2, 520, 000. 


00} 
28 
00} 
00} 





Indiana 
Towa. _...- 
Kansas ‘= teibedins iets ws 
ee. ce ceas 
Louisiana le om 
Maine - ea iy ake 
Maryland tied ail 
Massachusetts. - 

0 SSS ee Shad 
Minnesota_.-.- Sibeukes 

Mississippi - --- ” 

Missouri- - - - 

Montana 

Nebraska__-- 

Nevada... -.- i ae . 
ee ee 
New Jersey---- : 

New Mexico... 

New York 

North Carolina 

Nerte Dakoetes.. 2. << .<.. 

ee sce tb didiblaen 

NEED. oe Lice dé oy 

Oregon. - -. eddie ae 

Pennsylvania 


NS cng did ciwiee}~inh camadnited 


South Carolina 
South Dakota------- 
‘Tennessee_ A 
PE Meo a apitolh 
EL rcucdenopeddlddcmidessaaki 
Vermont. _.. edie 
Virginia. Si didied 
Washington. 
Se ee fie 
aa ee 
Wrenn.24-- - cinta 


Subtotal a 
Railroad unemployment 
count. 
Federal unemployment account- --_- 
Undistributed appropriations 


SOR. 6 tk stn oe n> 


insurance ac- 


_ | 119, 512, 655. 
-| 310, 028, 262. 


--|9, 223, 717, 990. 77 


215, 361, 425. 
112, 769, 098. 
85, 206, 926. 
121, 604, 175. 
149, 037, 372. 
46, 460, 070. 


44} 
40 
84 
70} 
52) 
78} 
32} 
49) 
52] 
115, 049, 923. 31) 

34, 211, 034. 53 

225, 183, 968. 48] 
| 44, 684, 266. 87] 
| 39, 250, 692. 38) 

19, 972, 387. 92! 

24, 485, 848. 06 

448, 525, 157. 23) 

39, 955, 640. 59! 
1, 348, 482, 330. 36) 
| 180, 232, 368, 84) 


eS 15, 455, 815. 37 
| 
| 
| 





319, 385, 981. 


9, 792, 363. 73| 
630, 144, 838. 97) 
53, 428, 176. 21 
| 46, 674, 343. 12 
367, 545, 980. 
30, 909, 470. 98 
74, 826, 235. 28 
13, 828, 864. 30 
92, 192, 913. 51| 
305, 213, 116. 60| 
39, 827, 688. 45) 
17, 093, 695. 73| 
92, 657, 488. 16| 
213, 443, 335. 96 
67, 846, 386. 17 
258, 367, 435.82 
15, 979, 661. 80 


38 


730, 157, 875. 38| 
288, 081, 058.90 








3, 005, 000. 00) 
291, 297. 27 
890, 000. 00) 
850, 000. 00! 
739, 000. 00! 
607, 800. 00) 
705, 000. 00! 

, 135, 000. 00} 

974, 741. 66 

, 200, 000. 00! 
770, 000. 00! 

4, 080, 000. 00 

240, 400. 00 

360, 000. 00 

438, 000. 00 

371, 000. 00 

000, 000. 00! 

290, 000. 00! 

8, DOR, 566. 24) 

, 600, 000. 00 
232, 636. 27) 

2, 001, 560. 48) 
960, 000. 00) 

, 710, 656. 88 

, 735, 000. 00! 

, 388, 000. 00) 
408, 000. 00 
240, 000. 00} 

, 799, 000. 00! 

054, 000. 00) 

610, 000. 00} 

259, 101. 19) 

475, 000. 00} 

675, 000. 00) 

525, 000. 00 

3, 904, 194. 80| 

235, 343. 84) 


roe 


w 


= Co ee _ 


ne 


75, 211, 480. 44) 123, 657 


UNEMPLOYMENT COMPENSATION 





October 1957 


Withdrawals 


$900, 000. 00 
260, 000. 00 
448, 000. 00 
450, 000. 00 

10, 000, 000. 00 
355, 000. 00 
3, 000, 000. 00 
449, 000. 
355, 000. 00' 
1, 290, 000. 00 
2, 050, 000. 00 
185, 000. 00 
250, 000. 00 
4, 450, 000. 00 
2, 500, 000. 00 
400, 000. 00 
645, 000. 00 
1, 800, 000. 00 
700, 000. 00 
625, 000. 00 
2, 425, 000. 00 
4, 800, 000. 00 
14, 675, 000. 00 
800, 000. 00 
400, 000. 00 
2, 275, 000. 00 
550, 000. 00) 
300, 000, 00 
325, 000. 60) 
390, 000. 00) 
9, 300, 000. 00 
150, 000. 00 
15, 300, 000. 00 
2, 000, 000. 00) 
0 
6, 550, 000. 
575, 000. 
2, 400, 000. 
15, 800, 000. 
1, 000, 000. 
1, 200, 000. 00 
10, 000. 00) 
2, 500, 000. 00 
2, 850, 000. 00 
120, 000. 00 
200, 000. 00) 
800, 000. 00} 
2, 250, 000. 00 
800, 000. 00 
1, 750, 000. 00 
50, 000. a 


00 
00 
00 
00} 
00 








Balances 


Oct. 31, 1987 


15, Ou, 815. 


58, 122, 938. 





37 
71 


92, 929, 141. 11 
150, 978, 198. 49 
23, 173, 137. 16 
36, 913, 321. 
495, 335, 611. 






215, 866, 425. 
112, 660, 395. 
85, 451, 926. 
120, 654, 175.7 
149, 076, 372. 5 
46, 442. 870.7 
117, 792, 655. 
317, 720, 981. 
304, 323, 004. 
115, 449, 923. ; 
34, 581, 034. ! 
226, 988, GAS. 
44, 374, 666. 
39, 319, 692. é 
20, 085. 387. 
24, 466, 848. 
442, 225, 157. ¢ 
40, 095, 640. 
, 342, 09F 





179, 8 


10, 025, 100. 


625, 596, 399 


53, 813, 176. 3 
45, 985, 000. 
355, 480, 980. ; 
470. 
74, 034, 235. 
14, 058, 864. : 
91, 491, 913.5 
304, 417, 116. 
40, 317, 688. 
, 796. 
92, 332, 488. 
211, 868, 335. 
67, 571, 386. 
260, 521, 630. 
16, 165, 005. 


31, 297, 


17, 152 


7, 000. 00) 8, 681, 7 712, 355 i. 


729, 157.24] 13, 140, 000.00} 275, 670, 211 





1 Transfers to Bureau of Employment Security, Department of Labor. 





205, 479, 061. . jcc aletrabasteskaie | 1 1, 000, 0 000. 00 ™ 479, 061 


), 896. 





96 


. 49 


75, 940, 637. asia, 797, 000. 00/9, 161, 861, 628, 45 


ee 


aa 
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* UNEMPLOYMENT COMPENSATION 105 
§ 
E 2D QUARTER 1958 
i Te ceiencepannetenenienanteseneaessnnscumcunnapseene ae scapegoat Se 
November 1957 December 1957 
SS | 
Deposits | Withdrawals Balances Deposits Earnings | Withdrawals | Balances 
Nov. 30, 1957 | | Dee. 31, 1957 
‘ $3, 216, 000. $1, 200, 000. oo! $90, 567, 538.73) $265, 000. 00 $588, 622. 46| $2, 575,000.00} $88, 846, 161. 19 
1, 296, 253. 73 600, 000. 00! 2, 021, 937. 08 223, 647. 42 None | 825, 000. 00 1, 420, 584. 50 
1' 257,000.00} 320,000.00! 58,821, 542.06) 40,000.00} 383,824.29) 550,000.00] 58, 695, 366. 35 
1, 000, 000. 00 500,000.00) 45, 200, 000. 00| 70, 000. 00) 294, 982.40) 1, 100, 000. 00 44, 464, 982. 40 
26, 842, 227. 10) 13, 700, 000. 00/1, 012, 771, 907. 68 420, 640.35) 6, 611, 092.81 25, 800, 000.00} 994, 003, 640. 84 
i 1, 170, 000. 00 525,000.00) 76, 965, 588. 02) 90, 000. 00) 503, 951. 23 735, 000. 00 76, 824, 539. 25 
; 4, 244,000.00} 3,000,000.00) 250, 451, 277. 91) 69, 000.00! 1, 643, 220.94/ 5, 000,000.00! 247, 163, 498. 85 
585, 000. 00 401,000.00} 15, 195, 815. 37| 25, 000. 00} 99, 783.09) 426,000.00) 14, 894, 598. 46 
740, 000. 00 325,000.00) 58, 537, 938. 71| 126, 000. 00} 384, 302. 12 415,000.00} 58, 633, 240. 83 
; 1,777, 000.00} 1,075,000.00) 93, 631, 141. 11) 111, 000. 00} 613, 848.27} 1, 285, 000. 00) 93, 070, 989. 38 
3, 840, 000. 00} 2, 000, 000.00} 152, 818, 198. 49) 100, 000. 00 999, 457.79} 2, 300,000.00} 151, 617, 656. 28 
: 551, 273. 77 230, 000 00} 23, 494, 410. 93) 27, 518. 00 153, 266. 39} 520, 000. 00 23, 155, 195. 32 
E 623, 000. 00 400, 000. 00} 37, 136, 321. 89) 20, 000. 00} 242,613.40) 1, 150,000.00) 36, 248, 935. 29 
¥ 14, 112, 501. 43} 5, 975, 000.00} 503, 473, 112. 49} 365, 000. 00} 3, 281, 060.05) 9, 000, 000. 00} +498, 119, 172. 54 
} 3, 364, 000. 00] 3, 900, 000.00} 215, 330, 425. 44) 1, 188,000.00! 1, 413, 635. 40| 4, 300,000.00) 213, 632, 060. 84 
\ 1, 339, 604. 33 400, 000.00) 113, 600, 000. 00} 425, 000. 00} 744, 389. 07) 900, 000. 00} 113, 869, 389. 07 
1, 545, 000. 00 600, 000.00) 86, 396, 926. 84! 40, 000. 00) 564, 636.63) 1, 245,000.00} 85, 756, 563. 47 
. 4, 400, 000.00} 2, 400,000.00; 122, 654, 175. 70! 100, 000. 00) 799, 375. 64; 2,000,000.00} 121, 553, 551. 34 
4, 230, 000. 00 700, 000. 00! 152, 606, 372. 52! 84, 000. 00} 993, 768.27} 1,025, 000.00} 152, 659, 140. 79 
1, 446, 900. CO 900, 000. 00 46, 989, 770. 78) 19, 800. 00) 306, 488.17) 1,650,000.00) 45, 666, 058. 95 
3, 085, 000. 00} 1, 900,000.00! 118, 977, 655, 32 215, 000. 00 778, 353. 75| 3,900,000.00} 116, 071, 009. 07 
10, 420, 000.00} 4, 800,000.00) 323, 340, 981. 49 340, 000.00} 2, 102,612.56; 9,000,000.00) 316, 783, 594. 05 
11, 809, 381. 22) 9, 150,000.00) 306, 982, 385. 40) 395, 681. 88) 2,004, 215. 57) 13, 800,000.00} 295, 582, 282. 85 
2, 040, 000.00} 1, 520,000.00) 115, 969, 923. 31| 80, 000. 00 758, 490.00} 3, 740,000.00) 113, 068, 413. 31 
1, 525, 000. 00) 710, 000. 00 35, 396, 034. 53) 50, 000. 00 228, 879. 34, 1, 125,000.00) 34, 549, 913. 87 
1, 745, 000.00} 2, 100, 000.00) 226, 633, 968. 48 85, 000.00} 1, 488, 365.24) 2, 700,000.00) 225, 507, 333. 72 
729, 500. 00) 650, 000. 00 44, 454, 166. 87) 20, 300. 00 291, 805.47 1, 400,000.00} 43,366, 272. 34 
865, 000. 00! 300, 000. 00 39, 884, 692. 38 50, 000. 00 260, 182. 76 550, 000. 00 39, 644, 875. 14 
688, 000. 00} 700, 000. 00 20, 073, 387. 92 15, 000. 00 131, 685. 00 900, 000. 00 19, 320, 072. 92 
1, 059, 000. 00} 370, 000. 00 25, 155, 848. 06 21, 000. 00 163, 154. 00 470,000.00} 24, 870, 002. 06 
16, 295, 000.00} 8, 800,000.00) 449, 720, 157. 23 565, 000.00; 2, 926, 952.14) 13, 800,000.00! 439, 412, 109. 37 
775, 000. 00} 240, 000. 00 40, 630, 640. 59 45, 000. 00 265, 602. 36 375, 000. 00} 40, 566, 242. 95 
44, 630, 463. 23) 17, 900, 000. 00/1, 368, 821, 359.83) 1,067, 665.51) 8, 90%, 515. 73) 25, 500, 000. 00/1, 353, 298, 541. 07 
5, 550, 000. Of 2, 100, 000.00) 183, 292, 368. 84 220, 000.00) 1,194,935 49) 3, 500,000.00) 181, 207, 304. 33 
520, 000. 00} 175, 000. 00} 10, 370, 000. 00! 19, 000. 00 66,901 51 330, 000. 00 10, 116, 901. 51 
6, 010, 000. 00} 7, 450,000.00} 624, 156,399.45) 3,575, 000.00! 4, 106, 255. 17) 13, 650,000.00) 618, 187, 654. 62 
1, 330, 000. 00 825, 000.00} 54, 318, 176. 21 40, 000. 00 353, 708.80) 1, 360,000.00) 53, 351, 885. 01 
2, 663, 000. 00 2, 900, 000. 00} 45, 748, 000. 00} 133, 000. 00} 297, 799.25) 5,400,000.00) 40, 778, 799. 25 
22, 770, 000. 00} 15, 100,000.00} 363, 150, 980.38] 1, 865,000.00) 2, 355, 358. 04) 23, 600,000.00) 343, 771, 338. 42 
2, 879, 000, 00) = 1, 350, 000. 00) 32, 826, 470. 98) 48, 000. 00 209, 511.91} 2,175,000.00) 30, 908, 982. 89 
2, 255, 000. 00} 800, 000. 00 75, 489, 235. 28 72, 000. 00 491, 587.39) 1, 600, 000. 00) 74, 452, 822. 67 
211, 000. 00) 72, 000. 00 14, 197, 864. 30 13, 000. 00 160,000.00) 14, 143, 534. 59 
4, 523,000.00} 2,575,000.00) 93, 439, 913. 51) 130, 000. 00 3, 300, 000. 00} 90, 876, 785. 71 
3, 612, 000. 00} 2,300, 000.00) 305, 729, 116. 60 167, 000. 00) 3, 800, 000. 00} 304, 102, 445. 02 
715, 000. 00 240, 000. 00 40, 792, 688. 45) 16, 000, 00 730, 000. 00! 40, 344, 343. 73 
358, 392. 55 300, 000. 00 17, 211, 189. 47| 14, 044. 78 500, 000. 00) 16, 837, 911. 20 
1, 699, 000. 00) 750, 000. 00 93, 281, 488. 16 67, 500. 00 610, 099. 13} 1, 100,000.00} 92, 859, 087. 29 
1,315, 000.00) 3, 100,000.00} 210, 083, 335. 96) 55, 000.00) 1, 384,097.81) 5, 750,000.00) 205, 772, 433. 77 
2, 106, 000. 00} 1, 000, 000. 00 68, 677, 386. 17 49, 000. 00) 447,090.20} 1,825,000.00; 67, 348, 476. 37 
1, 642, 843.09) 2,050,000.00} 260, 114, 473. 71) 128, 446. 47) 1, 706,938.06) 4, 700,000.00) 257, 249, 858. 24 
286, 584. 67} 100, 000. 00 16, 351, 590. 31) 14, 231. 67] 106, 749. 35 200, 000.00) 16, 272, 571. 33 


233, 701, 925. 12) 131, 478, 000 00) 8, 783, 936, 280. 94) 


13, 376, 476. 08| 57, 347, 367. 59/213, 741, 000. 00/8, 640, 919, 124. 61 
9, 155, 990. 78) 13, 985, 000.00! 270, 841, 201. 92) 1 


447, 292. 41| 1, 806, 365. 71) 22, 825, 000. on 262, 269, 860. 04 
204, 479, 061 49| 1, 357, 509. 11 1 375, 000. 00) 205, 461, 570. 60 


no 


° | | elit 


256, 544. 35) 25, 823, 768.49) 60, 511, 242. 41/236, 941, 000. 00) 9, 108, 650, 555. 25 


242, 857. 915. 90! 145, 463, 000. 00/9, 259, 
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vonpery 1958 
Balances Dec. 






















































States 31, 1957 ss | 
Deposits | Withdrawals} Balances Jan. 
31, 1958 
Alabama. --_-- i ee Sa $88, 846,161.19) $668, 461. Pa $2, 500, 000. ool $87, 014, 622. 46 
Alaska. -_. ls stealina aiaes Sohees | 1, 420, 584. 50) 170, 844. 56} 1, 37! 5, 000. 00] 216, 429. 06 
aes... -.....-.- ie ieieaca weno 7 58, 695, 366. 35 212,000.00} 1,000,000.00} 57, 907, 366. 35 
Arkansas eine ens aia 44, 464, 982. 40) 515,017. 60} 1,050, 000.00) 43, 930, 000. 00 
Ba cect tettns . | 994, 003, 640.84) 3,517,978. 56) 36,000, 000.00) 961, 521, 599, 40 ' 
ee ; . 76, 824, 539.25| | 233'000.00| 1, 300,000.00} 75. 757, 589. 25 
SS eee . 247, 163, 498. 85 593, 000.00} 6, 000,000.00} 241, 756, 498. 85 
Delaware ide 14, 894, £98. 46} 4,000.00] 675,000.00} 14, 223, 598. 46} 
District of Columbia. --- | 58, 633, 240. 83) 79, 000. 00} 640,000.00) 58, 072, 240. 83} 
Florida____-- obo ; ; 93, 070, 989. 38 322, 000. 00) 1, 300, 000. 00 92, 092, 989. 38 
de a A ee ee saenem end 151, 617, 656. 28; 1, 130,000.00) 3, 550, 000. 00) 149, 197, 656. 28 
ass 6 dine cen fs 23, 155, 195. 32} 108, 887. 19} 300, 000.00} 22, 964, 082. 51 
ie ce, : 36, 248, 935. 29 300, 000.00} 1, 800, 000. 00) 34, 748, 935. 29) 
ee 498, 119, 172. 54] 1, 207, 000. 00| 16, 600, 000. 00} 482, 726, 172. 54] 
Io on ceclomnans 213, 632, 060. 84) 1, 797,000.00) 7, 500,000.00} 207, 929, 050. 84} 
EE Pe te adh ; 113, 869, 389. 07) 305, 610.93} 1, 500,000.00) 112, 675, 000 00 
ee ; | 85, 756, 563. 47] 645,000.00) 1, 475,000.00} 84, 926, 563. 47 
Kentucky ......---.--- . 121, 553, 551. 34) 900, 000.00} 4, 000, 000. 00) 118, 453, 551. 34 
Louisiana. ....--- wet 152, 659, 140. 79 625, 000. 00} 1, 660, 000.00} 151, 684, 140. 79 
ee icine 45, 666, 058. 95 374, 200.00} 1, 800,000.00} 44, 240, 258. 95 
Maryland. . . | 116,071, 009. 07 710, 000. 00} 6, 000, 000.00} 110, 781, 009. 07 
Massachusetts_-_.__.-- | 316, 783, 594.05] 2,075,000. 00! 15,000,000. 00) 303, 858, 594. 05 
Michigan-.-- aeons 295, 582, 282.85) 4, 296, 673. 56) 27, 450,000.00) 272, 428, 956. 41 
Minnesota... .-..-..-.- ‘. : 113, 068, 413. 31 810, 000. 00} 4, 860,000.00} 109, 018, 413. 31 ' 
Cn be . 34, 549, 913. 87 540, 000.00} 1, 550,000.00} 33, 539, 913. 87 
ee tow fend : 25, 507, 333. 72| 2,945, 000.00} 4,000,000. 00} 224, 452, 333. 72) ' 
Montana ae od 7 43, 366, 272. 34 153, 455. 00) 1, 700, 000. 00) 41, 819, 727. 34) 
REE ea ip a a 39, 644, 875. 14 220, 000. 00} 950, 000.00} 38, 914, 87. { 
es artes ne 19, 320,072.92] 282,500.00] — 850,000.00) 18, 752, 57 ; 
New Hampshire_.______- tte ‘ 24, 870, 002. 0%| 255,000.00} 1, 150,000.00} 23, 975. 
te ---.| 489, 412, 109.37} 2, 135, 000.00} 19, 500,000.00} 422, 047, 
New Mexico. 7 40, 566, 242. 95 305, 000. 00} 480,000.00} 40, 391,2 
New York _.- 1, 353, 298, 541.07] 5, 649, 634.09) 42, 800, 000, 00/1, 316, 148, 
North Carolina_. f ? | 181, 207, 304. 33} 1, 325,000.00) 5, 000,000.00) 177, 532, ; 
North Dakota-_ : ; | 10, 116, 901. 51] 183, 098. 49 650, 000. 00} 9, 650, 
Ohio : i : ; | 618, 187, 654. 62 650, 000, 00} 18, 000,000.00) 600, 837, 654. 62 
re 53, 351, 885. 01) 635, 000.00} 1,575,000.00| 52, 411, 885. 01] 
Oregon _. 1, 061, 200.75] 6, 300, 000. 00) 35, 540, 000. 00} h 
Pennsylvania. __- ; 1, 780, 000. 00} 34, 200,000.00] 311, 315, 338. 42 
Bhode Island............. ee | 981, 000. 00) 2, 850,000.00} — 29, 039, 982. 8 
ee SD. anne 305, 000.00} 1, 200,000.00} 73, 557, 822. 67 
South Dakota-_- | 191, 000.00} 330, 000.00} 14, 004, 
Tennessee aaa 1, 200, 000.00} 4, 000,000.00) 88, 076, 
ta i RE oe | 1, 640, 000. 00} 5, 900, 000. 00} 299, 842, 
Utah_. ee eee « 174, 000. 00) 775, 000.00] 39, 743, 345 
I nnn cdnaennas 190, 658. 96) 700, 000. 00 5 
Virginia 367, 500.00} 2, 400,000.00} 990, f 
Washington___-__--.-- Soc tanics c 1, 105, 000. 00} oe eo 198, 877, 43: 
West Virginia. .......--- es | 67, 348, 476. 37| 478, 000.00) 2, 500, 000. 00 Os 326, 
es Ves See Sere ay 2 Oe Tee | te 257, 249, 858. 24| 3, 188, 673.55) 4, 900, 000.00) 255, 538, 531. 
Fe IB vps manne pocns Satie | 16,272, 571.33; 128,975 5.41) 500, 000. 00} 15, 901, 546. 74 
Santetel..... ..0.<+<- |8, 640, 919, 124. 61) 49, 669, ¢ 318, 035, 000. 00/8, 372, 553, 474. 53} 
Railroad unemployment insurance accour nt} 262, 269, 860. 04) 478, 23, 290, 000. 00} 239, 458, 508, 72 
Federal unemployment account 205, 461, 570. 60) 1 500, 000. 00} 204, 961, 570. 60 
Undistributed appropriations_.-- | o te Laaaa . 
a mmntanee 19, 108, 650, 555. 25] 50, 147, 998. 60/341, 825, 000. 00/8, 816, 973, 553. 85) 
| | | 
1 Transfers to Bureau of Employment Security, Department of Labor, and to Alaska. 
Compiled by U.S. Treasury and submitted May 12, 1958. 
| 
' 





Deposits 


$1, 857, 377. 54 


3, 074, 848. 56 
1, 068,000 00 
850, 000 00 
18, 637, 964. 29 
652, 000 00 
2, 556, 000 00 
405,000 00 
660,000 00 
1, 830, 000 00 
2, 850, 000, 00 
338, 123. 33 
322, 000. 00 
9, 570, 000. 00 
2, 616, 000. 00 
725, 000. 00 
955, 000. 00 
3, 100, 000. 00 
3, 280, 000. 00 
891, 500. 00 
1, 750, 000. 00 
7, 060, 000. 00 
7, 098, 528. 58 
3, 180, 000. 00 
1, 260, 000. 00 
1, 325, 000. 00 
444, 300. 00 
855, 000. 00 
455, 000. 00 
705, 090. 00 

9, 200, 000. 00 
560, 000. 00 
31, 018, 014. 1F 
4, 475, 000. 00 
295, 000. 00 
4, 600, 000. 00 
1, 100, 000. 00 
, 494, 000. 00 
13, 190, 000. 00 


192, 752. 60 
1, 415, 000. 00 
3, 505, 000. 00 
1, 392, 000. 00 
1, 146, 873. 63 
214, 103. 12 


165, 779, 385. 80 
7, 374, 466. 72 





307, 736, 000. 00 
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February 1958 


Withdrawals 


$3, 000, 000. 00 
1,000,000 00 
600, 000. 00 

1, 600, 000 00 
29, 000, 000 00 
1, 775, 000 00 
8, 000, 000 00 
762,000 00 
670,000 00 

1, 720,000 00 
2, 950, 000. 00 
225, 000. 00 

1, 600, 000. 00 
17, 500, 000. 00 
7, 950, 000. 00 
2, 100, 000. 00) 
2, 125, 000. 00) 
4, 500, 000. 00 
1, 400, 000. 00 
1, 700, 000. 00 
5, 425, 000. 00 
12, 000, 000. 00 
26, 550, 000. 00 
5, 650, 000. 00 
1, 450, 000. 00 
6, 400, 000. 00 
2, 000, 000. 00 
1, 100, 000. 00 
1, 250, 000. 00 
750, 000. 00 
17, 600, 000. 00 
585, 000. 00 
37, 900, 000. 
4, 000, 000. 00 
800, 000. 00 

2, 250, 000. 00 
1, 700, 000. 00 
5, 800, 000. 00 
30, 100, 000. 00 
2, 375, 000. 00 
1, 600, 000. 00 
420, 000. 00 

4, 874, 000. 00 
4, 250, 000. 00 
1, 130. 000. 00 
400, 000. 00 

2, 400, 000. 00 
7, 000, 000. 00 
3, 500, 000. 00 
5, 500, 000. 00) 
550, 000. 00 


23, 315, 000. 00 
1 3, 135. 000. 00 


00/1, 


8, 


Balances Feb. 
28, 1958 


$85, 872, 000. 00 
2, 291, 277. 62 
58, 375, 366. 35 
43, 180,000. 00 
951, 159, 563. 69 
74, 634, 539. 25 
236, 312, 498. 85 
13, 866, 598. 46 
58, 062, 240. 83 
92, 202, 989. 38 
149, 097, 656. 28 
23, 077, 205. 84 
33, 470, 935. 29 
474, 796, 172. 54 
202, 595, 060, 84 
111, 300, 000. 00 
83,756, 563. 47 
117, 053, 551. 34 
153, 564, 140. 79 
43, 431, 758. 95 
107, 105, 009. 07 
298, 918, 594. 05 
252, 977, 484. 99 
106, 548, 413. 31 
33, 849, 913. 87 
219, 377, 333. 72 
40, 264, 027. 34 
38, 669, 875. 14 
17, 957, 572. 92 
23, 931, 002, 0 
413, 647, 109. 37 
40, 366, 242. 95 
309, 266, 189. 31 
178, 007, 304. 33 
9, 145, 000. 00 
582, 937, 654 62 
51, 811, 885. 01 
31, 234, 000. 00 
294, 441, 338. 42 
28, 887, 982. 89 
73, 832, 822. 67 
13, 730, 534. 59 
86, 700, 785. 71 
298, 351, 445. 02 
39, 321, 343. 73 
16, 121, 322. 76 
89, 841, 587. 29 
195, 382, 433. 77 
63, 218, 476. 37 
251, 585, 405. 42 
15, 565, 649. 86 
230, 596, 860. 
223, 517, 975. 
201, 826, 570. 


33 
44 





Deposits 


$120, 000. 00 
72, 263. 65) 
43, 000. 00 
50, 000. 00 

415, 875. 60 
359, 000 00 
52, 000. 00 
7,000 00 
73, 000 00 
353, 000. 00 
50, 000. 00 
17, 550. 20 
18, 000. 00 
315, 000. 00 
266, 000. 00 
375, 000. 00 
50, 000. 00 
150, 000. 00 
81, 000. 00 
11, 700. 00 
205, 000. 00 
195, 000. 00 
279, 874. 65 
1, 730, 000. 00 
45, 000. 00 
55, 000. 00 
11, 600. 00 
20, 000. 00 
15, 000. 00 
21, 000. 00 
820, 000. 00 
50, 000. 00 
716, 386. 76 
115, 000. 00 
20, 000. 00 

1, 725, 000. 00 
30, 000. 00 
65, 000. 00 

1, 720, 000. 00 
52, 000. 00 
60, 000. 00 
10, 000. 00 

107, 000. 00 
356, 000. 00 
20, 000. 00 
7, 414. 80 
115, 000. 00 
110, 000. 00 
51, 000. 00) 
125, 581. 80 
16, 243. 04 





11, 748, 490. 50} 54, 585, 244. 


13, 425, 443. 71 


Earnings 


$567, 975. 94 

86. 32 
77 
86 
00 


6, 294, 832. 
495, 327. 
1, 569, 878 
91, 968. 
382, 719. 
606, 923. 12 
980, 571. 98 
151, 417. 
225, 133. § 

3, 140, 724. 

1, 346, 442. 
737, 161. § 
553, 580. 6 
774, 199. 

1, 003, 224. 46 
288, 207. 
717, 597. 

1, 984, 680. 

1, 728, 152. 6 
709, 316. < 
219, 251. 4 

1, 458, 927. 0! 
270, 228. 43 
254, 193. 34 
120, 797. £ 
157, 733. 0: 

2, 745, 689. 
265, 359. 36 

8, 648, 336. 68 

1, 170, 932. 53 

61, 825, 22 

3, 888, 307. 06 
341, 817. 54 
218, 651. 55 

1, 990, 477. 89 
189, 227. 73 
485, 721. 29 

91, 213. 26 
571, 124. 54 

1, 967, 343. 35 
259, 668. 53 
107, 270. 87 
595, 142. 54 

1, 298, 395. 69 
419, 943. 66 

1, 665, 151. 
103, 433. 


29 


57 


24 
1, 546, 646. 96 
1, 347, 774. 58 


87) 


69) 
18] 


March 1958 


Withdrawals 


$4, 000, 000. 
1 
1 
1 


00 
00 
00 


, 275, 

, 400, 00 
41, 000, 000. 00 
1, 825, 000. 00) 
9, 000, 000. 00 
1, 080, 000. 00 
725, 000 00 

2, 300, 000. 00 
3, 800, 000. 00 
550, 000. 00 

1, 200, 000, 00 
23, 900, 000. 00 
10, 500, 000. 00 
2, 000, 000. 00 
2, 800, 000. 00 
5, 300, 000. 00 
2, 800, 000. 00 
2, 400, 000. 00 
6, 350, 000. 00 
15, 000, 000. 00 
33, 300, 000. 00 
7, 790, 000. 00 

, 975, 000. 00 

5, 200, 000. 00 
2, 070, 106. 43 
1, 500, 000. 00 
1, 050, 000. 00 
1, 160, 000. 00 
19, 500, 000. 00 
720, 000. 00 

45, 600, 000. 00 
5, 000, 000. 00 
800, 000. 00 
30, 000, 000. 00 
2, 775, 000. 00 
6, 800, 000. 00 
38, 800, 000. 00 
3, 375, 000. 00 
1, 600, 000. 00 
350, 000. 00 

6, 920, 000. 00 
8, 800, 000. 00 
1, 700, 000. 00 
800. 000. 00 

2, 950, 000. 00 
8, 650, 000. 00 
4, 700, 000. 00 
7, 600, 000. 00 
550, 000. 00) 








392, 490, 106. 43 
24, 575, 000. 00 
1 1, 000, 000. 00 


Balances Mar. 
31, 1958 


$82, 559, 975. 94 
1, 088, 541. 27 
57, 551, 432. 67 
42, 115, 975. 77 
916, 870, 272. 15 
73, 663, 866. 25 
228, 934, 377. 72 
12, 885, 566. 75 
57, 792, 960. 40 
80, 862, 912. 50 
146, 328, 228. 26 
22, 696, 173. 23 
32, 514, 068. 83 
454, 351, 897. 31 
193, 707, 503. 80 
110, 412, 161. 91 
81, 560, 144. 08 
112, 677, 751. 04 
151, 848, 365. 28 
41, 331, 666. 89 
101, 678, 606. 26 
286, 098, 274. 94 
221, 685, 512. 25 
101, 197, 729. 62 
31, 639, 165. 31 
215, 691, 260. 77 
38, 475, 749. 39 
37, 444, 068. 48 
17, 043, 370. 50 
22, 949. 735. 11 
397, 712, 799. 18 
39, 961, 602. 31 
1, 273, 030, 912. 75 
174, 293, 236. 86 
8, 426, 825. 22 
558, 550, 961. 68 
49, 408, 702. 55 
24, 717, 651. 55 
259, 351, 815. 81 
25, 754, 210. 62 
72, 778, 543. 96 
13, 481, 747. 85 
80, 458, 910. 25 
291, 874, 788. 37 
37, 901, 012. 26 
15, 436, 008. 43 
87, 601, 729. 83 
188, 140, 829. 46 
58, 989, 420. 03 
245, 776, 138. 91 
15, 135, 326. 08 


7, 904, 440, 488. 64 


213, 915, 066. 11 
202, 174, 345. 18 
0 





173, 153, 852. 52/334, 186, 000. 00/8, 





25, 173, 934. 21} 57, 479, 665. 7 





/418, 065, 106. 43 


320, 529, 899. 93 
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Senator Martin. And also your request. 

Mr. Secretary, I will ask you some questions. 

You have partly answered some of them but I am asking more for 
clarification than anything else. 

What funds will be used to bear the expenses of the Federal Govern- 
ment under this bill ? 

Secretary Mircuey. Initially, Senator, the funds will come from 
the General Treasury from appropriation by the Congress, to be re- 
paid i in 4 years by the imposition of the Federal tax. 

Seantor Martin. But the fiscal year ending June 30, 1959, that will 
add to the expenses of that year ? 

Secretary Mrrcneiy. That is right, sir. 

Senator Martin. And about how much will that be ? 

Secretary MircHe.u. $640 million, we estimate. 

Seantor Martin. That will be added to the deficit for that fiscal 
year? 

Secretary Mircuety. Yes, sir. 

The Cuarrman. Assuming that all the States take advantage of that. 

Senator Martin. I understand that. 

Do the States have any reserves which are available? 

Secretary Mircneiy. As these tables show, Senator, there are re- 
serves in the States which vary. All of the States h: ave some reserve, 
not for this purpose, unless by State law, unless the State laws are 
changed. 

The reserves that are now in the State accounts are for the purpose 
of financing on an acturial basis, the present provisions of the present 
State laws. 

The CHarrman. Excuse me, Senator, but they have far more re- 
serves than that. 

Take New York State, it has $1.2 billion right now. 

Secretary MircHety. Yes, sir. 

Senator Martin. Isn’t the total for all of the States in the neigh- 
borhood of $8 billion / 

Secretary Mircuety. That is right, sir, yes. 

Seantor Marri. How much has the Federal Government used under 
the Federal unemployment tax of three-tenths of 1 percent collected 
from the various States in excess of what has been used ? 

Secretary Mircueti. Would you repeat that again, sir? 

Senator Martin. Well, we are talking about the three-tenths of 1 
percent. 

Secretary MircHeu. Yes, sir. 

Senator Martin. The administrative fund. 

Secretary MircHe.i. Yes, sir. 

Senator Martin. How much of that has been collected and how 
much has been used ? 

Secretary Mircue.y. Well, as—I may have to go back into history 
to answer that question. 

Senator Martin. I wonder if you could give us for the record a 
breakdown for each State. 

Secretary Mircue.y. As to how much of the three-tenths of 1 per- 
cent was used in the administration of the program in each State? 

Senator Martin. That is right. 

Secretary Mircue.t. Yes, sir; we could do that. 


FPF OID 


ona gs seroma 


2 I te A NC OT Om 


+e SP RE SPR RN SEEN RR AIRS re 











UNEMPLOYMENT COMPENSATION 109 


Senator Martin. If you could give us a breakdown. 
Secretary Mircue.u. In this year? 

Senator Martin. That is Hake, yes. 

(The information is as follows :) 


Estimated Federal unemployment tax receipts and Federal funds allocated to 
States for administration during fiscal year 1957 


[Dollar amounts in thousands] 





























Ratio | Ratio 
Federal | Federal a | Federal | Federal of 
unem- funds funds || | unem- funds funds 
State ploy- allo- allo- i State | ploy- allo- allo- 
ment cated cated || } ment cated cated 
ie eee to tax | tax to to tax 
| collee- | States | collec- | collec- States collec- 
tions | | tions |} | tions tions 
aagaiignrder aici lla pcoaadchsidl a ascii aemaage <aocer fly stceccanlstenselap mice neal tadeaaaatideeeit lene aed 
| Percent || | Percent 
United States__| $327, 261 |! $249,789 76.3 Mississippi. - - = $1, 678 $2, 488 148.3 
Total 51 | | Missouri_-- 7, 713 4, 492 58. 2 
States 2 | 327,261 | 248,762} 76.0 || Montana-- 869 1,258 | 144.8 
— - i— |} Nebraska. 1, 654 1,176 71.1 
Alabama | 3, 840 | 3, 553 92.5 || Nevada._-- | 627 75 139. 6 
Alaska 406 957 235.7 || New Hampshire | 1,155] 1,024] ~ $8.7 
Arizona | 1, 478 | 2, 624 177.5 New Jersey | 13, 349 10, 559 79.1 
Arkansas | 1, 585 2, 490 157.1 || New Mexico : 1, 032 1, 487 144. 1 
California | 30,407 | 26,205 86,2 || New York. | 41, 142 36, 123 87.8 
Colorado | 2, 515 2,145 85.3 || North Carolina 6, 203 4, 546 | 73.3 
Connecticut. - - | 6, 422 | 3, 748 58.4 || North Dakota. -. | {88 902 184.8 
Delaware 1, 196 | 583 | 48.7 || Ohio : 22, 372 10, 231 45.7 
District of Colum- | | |} Oklahoma. _- 2, 994 | 2, 865 95.7 
bia i 1, 727 1, 854 | 107.2 || Oregon 3, 375 | 3, 199 94.8 
Florida 5, 607 4, 555 $1.2 || Pennsylvania 24,756 | 19,874 80.3 
Georgia. okt 5, 280 | 3, 656 | 69.2 || Rhode Island 1, 956 | 2, 008 102.7 
Hawaii 785 825 | 105.1 || South Carolina 2, 825 | 2, 786 98. 6 
Idabo 797 1, 393 | 174.8 || South Dakota_ _. 521 | 666 127.8 
Llinois_- 23,630 | 10,808 | 45.7 || Tennessee - _- 5, 075 | 3, 787 | 74.6 
Indiana-- 9, 755 | 4, 566 | 46.8 || Texas___- 13, 692 | 9, 975 72.9 
Iowa. 4, 488 2, 192 | 62.8 || Utah-__-- 1, 197 j 880 157.1 
Kansas 3,015 2, 053 | 68.1 || Vermont 578 | 822} 142.2 
Kentucky 3, 602 2,987} 82.9 || Virginia 4,998 | 2,353 47.1 
Louisiana... - 4, 335 | 3, 104 | 71.6 || Washington 4, 821 4, 999 103. 7 
Maine. -_- | 1, 564 | 1, 304 | 83.4 || West Virginia 3, 113 1, 969 63.3 
Maryland - -- | 5, 317 4, 399 82.7 Wisconsin 7, 120 3, 514 49.4 
Massachusetts- | 11, 785 | 10, 053 | 85.3 || Wyoming. _- 454 713 | 157.0 
Michigan |} 17,793} 12,778 | 71.8 || Puerto Rico de 
Minnesota. -- 5,175 3, 359 64.9 | Virgin Islands. - bik cctia 
| { | ' 





1 Includes unencumbered balance of $1,900,000 from fiscal year 1956 reallocated to the States in 1957. 
2 Excludes Puerto Rico and Virgin Islands. 


Senator Martin. Now why should not each State be allowed to use 
in excess before we levy additional taxes in any State having such an 
excess ¢ 

Secretary Mircueii. Well, as I tried to explain before, Senator, 
the present reserves in the States are designed to cover the present 
levels of benefit and duration in the States. 

It seemed to us, as an emergency program, that this should be fi- 
nanced and administered to do the least damage to the existing Fed- 
eral-State employment security programs. 

Certainly, if a State wanted to amend its law providing for addi- 
tional benefits or raise the benefits or extend the duration or make any 
change, it is under the Federal-State employment security program 
permitted to do so. 

It would require State legislative action which, in many States, I 
think, would be time-consuming. 

The need for some apaelts fast action is evident. in terms of the 
number of exhaustions that are occurring throughout the country, as 
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I recited in my statement, and that is the reason why we thought, and 
we still think, that Federal action in this area is necessary. 

Senator Martin. I feel that this is not to be considered a loan to 
the States ? 

Secretary Mirouetu. No, sir. 

Senator ome The reason I am asking that question, as the chair- 
man I think so properly stated, that of course no Governor would be 
able to commit his State to an indebtedness without legislative ap- 
proval. 

Secretary Mircitetn. Yes. 

As I said before, Senator, in our opinion, a State official can accept 
the agency offered under this bill, to act as an agency of the Federal 
Government, to disburse Federal funds, and then the Federal tax to 
pay for the program becomes effective in 1963. 

Retatoe Martin. Now under this bill, as I understand it, the Fed- 
eral Government contemplates being reimbursed by taxes, if neces- 
sary, in 1963? 

Secretary Mircuetu. Yes, sir. 

Senator Martin. Now, would not an employer in Pennsylvania, 
with very stable employment, pay the same rate in 1963 and future 
years as an employer with very heavy unemployment ? 

Secretary Mircnety. Of the total tax; no, sir. 

Because we are dealing here, Senator, with only three-tenths of 1 
percent portion of the tax. 

An employer in Pennsylvania who had a good record in terms of 
turnover, would still have advantage of the merit system rating and 
he would benefit from a tax lower than 2.7. 

Senator Martin. Thank you, Mr. Secretary. 

I will not ask any further questions now. 

The Cuatrman. Senator Douglas? 

Senator Dovenas. Mr. Secretary, in your testimony before the Ways 
and Means Committee of the House on the 29th of March, on page 
10, when you were testifying in support not of the present bill, but 
of the Reed bill, H. R. 11679, you quoted with approval from Presi- 
dent Eisenhower’s message to Congress these words: 

These recommendations reflect my strong convictions that we must act 
promptly, emphatically, and broadly to temper’ the hardship being experienced 
by workers whose unemployment has been prolonged. 

Now do you still stand by those general principles, namely, that the 
law should be such that workers can be protected promptly, em- 
phatically, and broadly ? 

Secretary Mircue.y. Yes. 

Senator Doucias. Now, we have before us not the Reed bill, 11679, 
but the so-called Herlong bill, H. R. 12065, which you are now sup- 
porting. 

Now is it your position and that of the administration that the 
Herlong bill gives such prompt, emphatic, and broad assistance? 

Secretary Mrrcuetu. I believe it does, Senator. 

If you accept, as we do, the concept that under this bill a State 
official may enter into an agreement to act as a Federal agent without 
recourse to his legislature for approval. 

Senator Dove.as. Now—— 

Secretary Mircuety. I think under those circumstances that 
promptness is inherent. 
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Senator Doveias. The Reed bill was mandatory upon the States, 
is that not true? 

Secretary Mircuetit. What? 

Senator Dovctas. The Reed bill was mandatory ? 

The payment of the temporary benefits was mandatory? 

Secretary Mrrcuetu. The Reed bill provided if a State did not elect 
to act as a Federal agent then the Federal Government through its 
own devices would administer the program within a State. 

Senator Dova.as. So in effect it was mandatory ? 

Secretary MrrcHe.y. In effect. 

Senator Doveras. And the Herlong bill is optional, that is the 
State has the option of accepting or not accepting, isn’t that true? 

Secretary Mircuet.. That is correct, sir. 

Senator Dove.as. In your testimony before the House committee 
on page 41, Congressman Baker asked you: 


What is your objection to making the plan optional? 
Page 41, top of the page. 


What is your objection to making the plan optional? 

Secretary MITCHELL, Well, since this is a Federal program financed, as I said, 
from a Federal tax, it seems to me that the Federal Government is accepting the 
responsibility of seeing that the benefits get in the hands of all of its citizens. 
If this program were to be made optional, it seemed to us that this might well 
require individual State legislative action in order to decide whether or not the 
State wished to take the option. 

Secretary Mircne.. Yes. 

Senator Dovetas. For that reason in your testimony on April 28, 
you opposed the optional feature which is the essence of the Herlong 

ill and favored instead the mandatory provisions. 

Secretary Mrrcneti. That is correct. 

Senator Doveras. May I ask you why you have changed your posi- 
tion on that point? 

Secretary MircHe.y. Well, we believe that the Herlong bill, as I 
have stated in my statement, incorporates most of the major provisions 
in the administration bill with the two exceptions of option and retro- 
activity, and since the House, by the majority it did, passed H. R. 
12065, we believe that in the interest of speed, that if the Senate saw fit 
to act likewise that we would have legislation that could be put into 
effect reasonably soon. 

Senator Douveias. You mean.that the States would accept the option 
and would put these plans into effect ? 

ens Mircuett. It is my belief, sir, that the vast majority 
would. 

Senator Dovucias. Have you or your solicitor analyzed the State 
laws to see how many States could take advantage of the provisions of 
the Herlong bill, H. R. 12065, without separate legislation ? 

Secretary MrrcHe.y. No; we have not. 

That is almost an impossible task. The attorneys general of the 
States seem to be solely qualified to interpret their own State laws. 

Senator Doveias. Have you inquired of the governors as to whether 
in their States, without new State legislation, the governors could 
accept or—— 

Secretary Mrrcuetu. No; we have not. 
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Senator Douae.as (continuing). Or other officials of the State admin- 
istering the unemployment-compensation laws? You have not in- 
quired of the governors ¢ 

Secretary Mircnett. No. The only basis, Senator, we are going on 
is that the language of this bill is identical in terms of the Federal 

ency with the language of the Federal Employees’ Unemployment 
ompensation Act, and the unemployment compensation for veterans’ 

aw. 

Senator Dovexas. Yes. But there is this big difference, is there not, 
that in the case of those bills, States were accepting programs financed 
by the Federal Government ? 

Secretary MircuHe.y. Yes. 

Senator Doveras. And therefore it was very easy for them to 
accept it? 

Secretary Mrrcnety. So is this program. 

Senator Dove.ias. Now, wait a minute. 

In this program, the ultimate repayment will be made by employers 
within those States in the form of a Federal levy. If they do not ac- 
cept the act, then there will be no added Federal levy, and the cost to 
the employers in that particular State will be less. 

Therefore, a State, by accepting, incurs an added cost for its em- 
ployers; isn’t that true? 

Secretary Mitcueyi. That is correct, sir. 

Of course, one might say, Senator 

Senator Dovetas. Is it not true that, just as this fact has held the 
States back from raising standards to the levels which both the admin- 
istration and Members of this side of the aisle favor, so would not this 
be an impediment to the States accepting this provision? For this 
ultimately will require increased Federal taxes, by reason of the States’ 
action, of their employers, and, if not accompanied by corresponding 
ratifications by other States, would place the employers of a given State 
at a competitive disadvantage with employers of the other States ’ 

Secretary Mrrcnei.. Well, Senator, one might say that a Federal 
levy, whether it be an earmarked levy or a general levy, places addi- 
tional taxation on the citizens of a State. 

Senator Douc.ias. Well, it does not discriminate between States, and 
here you would have discrimination between States, depending upon 
whether or not the State accepted or did not accept. And if it did not 
accept, its employers ultimately would have a lower rate of assessment ; 
isn’t that true? 

Secretary Mircue i. If a State did not in its wisdom take advan- 
tage of its opportunity, it is true that in 1963 the 0.3-percent tax under 
the present Tae would remain as it is. 

Senator Dovexas. And if it did accept it would increase ? 

Secretary Mircnety. It would increase. 

Senator Doveras. And if it accepted, and other States did not accept, 
then its employers would be placed at a competitive disadvantage’ 

Secretary Mrrcenety. To that extent. 

You must—I do not think we should overlook the fact that we are 
talking of a three-tenths of 1 percent, which is a smaller part of 
the total. 

Senator Dove.as. As practical men, Secretary Mitchell, we know 
that this question of competitive disadvantage 1s emphasized before 
the State legislatures to a greater degree than it actually operates. 
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It need only operate to a minor degree to have it become a major 
political factor determining whether or not a State will act. But 
to come back to the plain question with which I started, you are not 
able then to give definite information as to the number of States 
where it is believed the governor or some appointee of the governor 
could accept the extended benefits under this bill without legislative 
action, the number of States where legislative action would be re- 
quired, or the number of States where possible constitutional amend- 
ments would be required ? 

Secretary Mircneny. No; we have not. 

Senator Dovuaias. Mr. Secretary, would you object if I gave you 
some information on this point? 

Secretary Mircue.y. No; if it is to the point. 

Senator Dove.as. Yes; it is. Because on the 7th of May I ad- 
dressed a telegram to all of the governors of the 48 States and the 
Territories which I shall ask to have made a part of the record at this 
point. 

The Cuarrman. Without objection. 

(The document is as follows :) 

SENATE OFFICE BUILDING, 
Washington, D. C., May 7, 1958. 
Book Wire to Governors of All 48 States: 

The bill to provide for temporary additional unemployment compensation, 
H. R. 12065, as passed by the House of Representatives on May 1, 1958, provides 
that moneys may be advanced to a State by the Federal Government under an 
agreement with the State or with the agency administering its unemployment 
compensation law, to pay benefits to unemployed persons who are covered by 
State laws but who have exhausted all of the benefits to which they are entitled 
under the State law. One of the conditions attached to such advance of Federal 
funds is the requirement that they will be repaid to the Federal Treasury either 
by direct repayment by the State or through an increase in the Federal un- 
employment tax on the employers in such State if after 4 years the amounts 
have not been directly repaid. 

Would you as governor or the agency administering the unemployment com- 
pensation law of your State have the authority, without action by your State 
legislature, to request these new Federal funds and enter an agreement to pay 
benefits not now provided by the State law and thereby create an obligation to 
repay such funds either (1) by the State directly, or (2) indirectly through the 
Federal collection of the additional tax on the employers in the State, which is 
imposed after 4 years by this bill? 

If specific legislative authority is required, does your State law now give such 
authority to the governor or the State agency, or would additional action by the 
State legislature be necessary? 

The Senate Finance Committee, of which I am a member, will consider this 
measure beginning Tuesday, May 13, and the information sought in these in- 
quiries to you is essential to our full understanding of the effect of this bill. I 
would therefore greatly appreciate a reply from you by May 13. 

If you or your chief legal officer hesitate to give a definite opinion that your 
State can agree to these supplementary payments without action by the State 
legislature, a message from you to that effect would also be informative. 

I am sending by airmail a copy of the bill itself. H. R. 12065, and will be 
most grateful for your information on this important legal point which affects 
the people of your State. 

Pavut H. Dovué.as, 
United States Senator. 


Senator Doveras. One of the questions which I raised was: 


Would you as Governor or the agency administering the unemployment com- 
pensation law of your State have the authority, without action by your State 
legislature, to request these new Federal funds and enter an agreement to pay 
benefits not now provided by the State law and thereby create an obligation te 
Trepay such funds either (1) by the State directly, or (2) indirectly through the 
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Federal collection of the additional tax on the employers in the State, which 
is imposed after 4 years by this bill? 

If specific legislative authority is required, does your State law now give 
such authority to the Governor or the State agency, or would additional action 
by the State legislature be necessary? 

Now, Mr. Chairman, and Mr. Secretary, up to an hour ago, I had 
received replies from 19 States—most o ‘them from the Governors 
themselves—on this point. 

In only two cases did the governors state that in their judgment 
and in the judgment of their legal officials they could accept this act 
without action by the State legislature. 

Those two States were New York, which has just recently passed 
a special bill in anticipation of this bill, and Illinois. 

The CHarrman. Will the Senator read again the question on that 

int ? 

P The question that he sent to the governors on that particular point? 

Senator Dovetas. Yes. 

Would you as Governor or the agency administering the unemploy- 
ment compensation law of your State have the authority, without 
action by your State legislature, to request these new Federal funds 
and enter an agreement to pay benefits not now provided by the 
State law and thereby create an obligation to repay such funds 
either (1) by the State directly or (2) indirectly through the Federal 
collection of the additional tax on the employers in the State, which 
is imposed after 4 years by this bill? 

The Cuarrman. Is this based on the language of this bill ? 

Senator Dovetas. Yes; I think it is. 

The Cuatrman. I think there is some question about that. 

Senator Doveras. This is a Federal advance to be recouped after 
4 years by an additional Federal assessment upon the employers of 
the given State to recover the emergency payments paid to the unem- 
ployed i in that State. 

So I think that point No. 2 meets directly this imposition of an 
increased Federal tax, and other means to repay could be used by the 
State directly. 

Then a further question which I asked, was: 

“If specific legislative authority is required, does your State law 
now give such authority to the governor or the State agency, or would 
additional action by the State legislature be necessary ?” 

Now, as I said, sir, in reply to this telegram, I have up to date 
received telegrams from the governors or officials of 19 States. 

In only two instances do the governors say that they could enter 
or make such an agreement in the absence of any new legislation. 

Those two States were New York, which has just passed a special 
bili to permit the industrial commissioner to act, and my own State 
of Illinois. 

I am not quite certain whether the governor of my State is correct 
on this point, but I will accept his word for it. [Laughter. ] 

In 13 States we have specific replies from the State officials that 
legislation would probably be required. 

In four States we have a statement by the governor or State official 
that a constitutional amendment would, in all probability, be neces- 
sary. Those States are Indiana, Kentucky, Nebraska, and Utah. 
There is one case of a duplicate reply from a governor who states that 
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both legislation and constitutional amendment would probably be 
necessary. 

And there is one State which is doubtful. 

Now of these 19 States only 2 State legislatures are now in session, 
and I believe there are in the entire country only 8 States which are 
to be in-session. So it is apparent that a special session of the Ee 
lature would have to be called in the vast majority of States if they 
were to accept 

The CuarrMan. Will the Senator yield at that point? 

Senator Dovetas. Yes. 

The Cuarrman. Is it clear that you did not refer to this pending 
bill? 

The language of 

Senator Doveuas. I did refer to the pending bill. 

The Cuarman. The language you sent to the governors was your 
own language and it was not a reference in that telegram to the bill 
now pending. 

Senator Dovetas. I am sorry, the preliminary paragraph which 
I shall now read is this: 

The bill to provide for temporary additional unemployment compensation, 
H. R. 12065, as passed by the House of Representatives on May 1, 1958, provides 
that moneys may be advanced to a State by the Federal Government under an 
agreement with the State or with the agency administering its unemployment 
compensation law, to pay benefits to unemployed persons who are covered by 
State laws but who have exhausted all of the benefits to which they are entitled 
under the State law. One of the conditions attached to such advance of Federal 
funds is the requirement that they will be repaid to the Federal Treasury either 
by direct repayment by the State or through an increase in the Federal unem- 
ployment tax on the employers in such State if after 4 years the amounts have 
not been directly repaid. 

That I submit, is an accurate statement of the contents of the law. 

The CHatrMan. But you did not make specific reference to this 
bill by title. 

Senator Dove.as. Yes, I did. 

I mentioned H. R. 12065, and described it by the words in its title 
as “the bill to provide for temporary additional unemployment com- 
pensation.” 

The CHarrMan. You said that specifically in the telegram? 

Senator Doveias. Yes, the Herlong bill. 

(Senator Douglas later submitted for the record the following ad- 
ditional information: (1) That as shown in the full text of the tele- 
gram to the governors, he advised the governors, “I am sending by 
airmail a copy of the bill itself, H. R. 12065”; and (2) copies of H. R. 
i008) were in fact sent by airmail to all of the governors on May 7, 
1958. 

Secretary Mircueiyi. May I disagree with you that this is an ac- 
curate statement of H. R. 12065. 

You say “One of the conditions attached to such advance of Federal 
funds is the requirement that they will be repaid 

Senator Dovetas. I see you have a copy of the telegram too? 

Secretary Mircuety. Yes, some of the States called us and asked 
us what they should do. [Laughter. ] 

Senator Gore. Would you identify those States? 

Senator Doveras. I will be very glad to send my copy to you, so 
that you may compare the accuracy of it. 
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Senator Gorr. Would you identify those States who asked you what 
they should do? 

Secretary Mircuety.. Senator, I do not know offhand. 

Senator Gore. It could not have been Illinois? 

Secretary Mrrcne.y. If I am reading correctly— 
one of the conditions attached to such advance of Federal funds is the require- 
ment— 
this is your language— 
that they will be repaid to the Federal Treasury by direct repayment by the 
State or through an increase in the Federal unemployment tax on the employers 
in such State if after 4 years the amounts have not been directly repaid. 

Senator Dove.as. Don’t you think that is an accurate statement? 

Secretary Mrrcuetu. No, sir. 

Senator Doverias. What is inaccurate about it? 

Secretary Mrrcneiy. May I submit that the bill before this com- 
mittee now provides that the money which will be appropriated by 
Congress will be repaid by an imposition of a Federal tax on employers 
in 1963. 

Senator Dovetas. That is exactly what I said. 

Secretary Mrrcuentit. But you put it in an either/or alternative. 

Senator Dovaias. Or 

Secretary Mrrcnexi. Unless and until, this is the language, I be- 
lieve, the money is otherwise restored to the Federal Treasury. 

Senator Doveitas. How would it be otherwise restored ? 

Secretary Mircuey. It could be in several ways, Senator. It does 
not necessarily—it could come from the Federal—from the State 
treasury, it could come from the reserves of the States. 

Senator Doveias. That would be by State appropriation. 

Secretary Mircner.. Or the Congress before 1963 could conceivably 
act in this area. 

Senator Deveias. You are contemplating, then, that this is to be 
a grant? 

Secretary Mrronety. Oh, no. A Mr. Rockefeller could pay it. 

Senator Dovatas. I see. 

Have you been in correspondence with Mr. Rockefeller on this 
subject ? 

Secretary Mircueiy. I have not. But I am pointing out—— 

Senator Dove.as. I would say you are grasping at a straw, Mr. 
Secretary, as well as at a Rockefeller. [ Laughter. ] 

Secretary Mrrcueity. May I say, Senator, that I think this interpre- 
tation of the bill probably colored, this is just personal opinion, prob- 
ably colored the nature of the replies that you received. 

Senator Gore. Would the Senator yield ¢ 

Senator Dovenas. Yes, I will be glad to yield. 

Senator Gore. Mr. Secretary, does not in fact the bill which you 
recommended levy an additional tax on employers—unless ? 

Secretary Mrrenexti. And until. 

Senator Gore. Unless or until the funds are repaid otherwise? 

Secretary Mrrcnety. The money is “restored,” I think is the word- 
ing of the language. 

Senator Gore. Restored. 

Then unless a State, in the absence of the extraordinary action of 
a Rockefeller, acts to restore the funds, either out of its reserve funds 
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or out of its Treasury, the additional levy on the employers of that 
State will, by the terms of the bill, go into effect. Is that not correct? 

Secretary Mrrcnetx. That is right. 

Senator Gore. How is the Senator in error 4 

Secretary Mircnetx.. Well, the Senator here says, as I read it 

Senator Gore. Well, one difference is he puts one possibility before 
the conjunction and you put the other. 

Secretary MircueLn. No. 

Senator Dove.as. It is just the difference of a comma. 

Secretary Mrrcneny. Well, I just submit, Senator, that perhaps 
the wording of your telegram colored some of the replies. 

Senator Dove.as. Well, now, Mr. Secretary, is it not true, and did 
you not assert, in your testimony before the House, that the optional 
program might well require individual State legislative action? 

Secretary Mrrcnetn, Yes. I did. 

Senator Dovuetas. That is right. 

Do you now deny that it will require State legislative action? 

Secretary Mircueti. At the time I was talking without reference 
or without knowledge, rather, of what the final bill would be. There 
was no specific bill providing for option. 

Senator Dovetas. No; but the optional principle, about which Con- 
gressman Baker was asking you, was the optional principle which is 
the central element in the Herlong bill. 

Secretary Mircuety. But the Herlong bill retained in its entirety 
the Federal financing aspect of the administration’s bill. 

Senator Dove.as. But only after it is accepted by the States. And 
I would call your attention to the fact that under the Herlong bill the 
States not only have the choice as to whether or not they will accept 
any additional unemployment compensation payments at all, but as 
you admit, they could have a different retroactive date, that is different 
from June 30; and they need not indeed accept the other provisions 
in full. 

Secretary Mircuety. I had assumed that the intent of the Herlong 
bill was to move back the administration’s retroactive date from De- 
cember 31 to June 30. 

Senator Dove.as. If you will turn to the Herlong bill, on page 2, sir, 
you will seethe words “to individuals who have, after June 30, 1957”— 
and I am reading now from line No. 4—“or after such later date as 
may be specified pursuant to section 102 (b).” 

Secretary Mrrcweiy. That is right. 

Senator Dove.as. So that they can fix a later date and thus reduce 
the future liability of their State’s employers. 

Secretary Mrrcneit. We had assumed, as I said in my statement, 
Senator, and I will read it for you: 

The administration’s bill begins the exhaustion date on December 31, 1957, 
H. R. 12065 on June 30, 1957 or such later date as the State may elect. We believe 
it is the intent of H. R. 12065 to move back the exhaustion date from December 31, 
1957 toward June 30, 1957. On this assumption the modification is acceptable to 
the administration. 

Senator Dovetas. May I say, Mr. Secretary, that it may be your 
assumption and it may, indeed, be the intent of the Herlong bill, but 
under the express terms of the bill it is optional with the States as to 
whether or not they will make this the retroactive date, or specify any 
later date. é 
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The further back they go, the larger the total of emergency benefit 
payments which will have to be made, and therefore the larger the 
total of reimbursements which the employers in their States will 
ultimately have to make in the form of increased tax payments to 
the Federal Government. 

Secretary Mirrcue... Is this a question, sir 

Senator Dovueias. Well, you can put a question mark after it. 
[ Laughter. | 

Senator Gore. It is your election. 

Senator Dove.as. It is optional with you as to whether or not you 
wish to answer. 

Secretary Mrrcne... I heard it as a statement. 

Senator Dove.as. Will the reporter now add—‘is this not true, 
Mr. Secretary ?” 

Secretary Mrronety. Would you kindly ask the reporter to read it? 

Senator Douctas. Yes; please. 

Senator Gore. With a question mark. 

(Question read. ) 

Senator Doueuas. Is that not true, Mr. Secretary ? 

Secretary Mircnett. In reading the bill that interpretation could be 
placed on it. 

I would recommend and suggest to the committee that the bill be 
clarified so as to reflect what I believe was the intent of the Herlong 
bill, and for which we would stand, that you move the December 31 
retroactive date back toward June 30, leaving to the States the dis- 
cretion as to the retroactive date between June 30, 1957, and December 
31, which is what I thought they meant. 

Senator Dovenas. Then it would be optional between the 30th of 
June—— 

Secretary Mrrcueii. And December 31; yes, sir. 

Senator Dovcias. The further up they go toward December 31, 
the less the employers in their State would ultimately have to repay. 

Secretary Mircnetyi. That is true. 

Senator Dove.as. Is that true, Mr. Secretary ? 

Secretary Mrrcuety. That is correct, sir. 

‘Senator Dovanas. Mr. Secretary, a great deal has been made about 
the ample reserves of the States. 

This is not true in the case of Rhode Island; is it ? 

Secretary Mrrcnety. No; Rhode Island reserves are very slim. 

Senator Dovetas. Do you have the table of figures there before you ? 

Rhode Island’s reserve is equal to what? Is it at present about 7 
months of current benefits ? 

Secretary Mrrcnet.. The reserves are, in dollars are, in table 15 

Senator Dovatas. I mean what is the ratio to monthly benefits? 

The CuatrMan. $25,754,000 on hand and on December 31 it was $30 
million. It has gone down about $5 million in 4 months. 

Senator Dovetas. Let me make a general statement and see if you 
agree with this: 

Isn’t it true that the reserves in the following States, Rhode Island, 
Michigan, Oregon, and Pennsylvania, are approximately equal to only 
a year’s current benefit payments? Approximately a year? 

In some cases a year and a month, in other cases—— 

The Cramrman. Does the Senator mean including the receipts that 
come in? 
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Senator Doveras. No; just the present reserves. 

The Cuarrman. Does your statement include future receipts? 

Senator Doveras. It does not include future receipts, but the ratio 
of current reserves to current benefits. 

I checked those figures this morning, Mr. Secretary ; I think these are 
approximately correct. 

I am not giving the exact number of months, but approximately a 
year. 

* Secretary Mrrcnetyt. From the tables we have here, that seems to be 
approximately correct. 

Senator Doveras. Thank you. 

Now, is it not true that if a State increases its benefits, or prolongs 
the duration, this will mean increased assessments upon the employers 
of that State, that the employers will lose some of their merit rating 
which previously they possessed, and, therefore, the cost of this will 
be borne by added assessments upon the employers ? 

Secretary Mircuetx. Do I understand you to mean if a State, by 
legislative action, increases the level of its benefits ? 

Senator Dovetas. Or prolongs the duration. 

To repeat, if a State increases the benefits or prolongs the duration, 
then the cost of the program would be to that extent increased, and 
therefore the tax on the employer would be increased, would it not? 

It would be drawn from the employers and not merely from the 
reserves ¢ 

Secretary Mitrcnenyi. Well, that would depend, Senator, on what 
action the individual State may take. 

Senator Doueias. Doesn’t every State have a so-called merit-rating 
system ? 

Secretary Mrrcneti. Yes; but some of them have greater reserves 
than others. 

Senator Doueuas. I know, but is it not a good general rule that if 
the payments made to the unemployed, previously hired by a given 
employer, go up, then subsequently the assessments on that employer 
will increase? Isn’t that a good general rule? 

Secretary Mrrcnein. As a general rule; yes. 

Senator Dovetas. If a given State such as Oregon, for example, 
therefore increases its levels of benefits or prolongs the duration of 
benefits, it will increase the assessments upon its employers. If this is 
not. done by other States, then the employers in Oregon will be placed 
at a competitive disadvantage with the employers in other States, and 
this will operate both in fact and in propaganda as a very powerful 
weapon to prevent the benefits from being liberalized in this fashion. 

Secretary Mircuety. Well, as a general statement, if the tax in 
Oregon is increased, the employers of Oregon pay for it. 

If that results in a competitive disadvantage, I suppose it is. 

Senator Doveras. What I am trying to get at is this: It has been 
said it is the fault of the States that they are not taking care of these 
emergency cases of people who have exhausted their claims to bene- 
fits, and at first sight, the presence of these large unused reserves gives 
a good deal of credence to that belief. 

But the point is that if they do prolong the duration, they subject 
their employers, in spite of those reserves, to a competitive disad- 
vantage, and therefore, there is a very powerful force upon State 
legislatures not to take this action. 
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I wanted to ask you a question, and then I will make a comment 
afterward, Mr. Secretary. 

Secretary Mrronei.t. Would you repeat your question ? 

(Laughter. ] 

Senator Doveias. Would the stenographer read the question ? 

(The question was read.) 

Senator Dovetas. Is that not so, Mr. Secretary ¢ 

Secretary Mivcuett. Well, it may be to some extent, Senator. 
However, the more persuasive argument from my point of view di- 
rected at the point you are trying to get at is that the present tax 
base in the various States was designed (1) to preserve the merit 
system in the States, (2) to provide benefits at the level determined 
by the States for the duration determined by the States, and that 
any change as I have said in my statements, and in answer to your 
question, that any change in either the level of benefits or the duration 
of benefits, based on the present tax base, would, I believe, do dam- 
age to the long-term financing or the actuarial soundness of the pres- 
ent Federal-State system, and that is the reason why we believe that 
even in spite of apparent large reserves, as I have answered Senator 
Byrd, that for an emergency period such as this, that we should not 
dip into those reserves for fear of tampering with the actuarial basis, 
but rather to provide the funds through the moneys that we are 
suggesting. 

Senator Dove.as. I had a very minor share in the drafting of the 
original Social Security Act of 1935, and it was our intent by providing 
the 3-percent tax, of which the Federal Government was to retain three- 
tenths of 1 percent, that we would stimulate the State to levy an 
assessment of 2.7 percent; and, if it did not do so, that the assessment 
would go into the hands of the Federal Government, and therefore 
that no State would be exposed to a competitive disadvantage com- 
pared with other States. 

I admit the section is very clumsy, and I favored a somewhat more 
direct system, but this was the intent. 

Now the original act was passed to get. away from this fear of inter- 
state competition which had prevented any State from putting an 
effective law into operation. 

Now, however, oe the adoption of the merit rating system, the 
effect has been that the States are afraid to liberalize their laws, lest 
they cause their employers to make payments and suffer assessments 
that those in other States would not experience. And therefore, they 
have tended to compete with each other in niggardliness of laws. Yet 
you are now advocating, to cope with the present emergency, this 
same optional system which has held us back from getting an adequate 
system of benefits. 

Secretary Mrrcnei.. Well, sir, I don’t—I think in any system of 
this kind you have to balance out the advantages and disadvantages. 

Certainly, for one, I believe that the merit system has a great deal 
of merit in that it provides an incentive to an employer or to an in- 
dustry to so regulate his turnover and provide a reasonably stable 
employment and, therefore, to get the advantage of the tax. 

I don’t subscribe to the weight that you seem to put on competitive 
disadvantage. Iam sure that in the location of a plant in a particular 
State, that the factor of the rate of unemployment compensation is 
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not a large factor, if at all, in the determination of the company 
whether it is going to puta plant in a State or not. 

Senator Dove.as. This is a long subject, and I don’t want to take 
time away from my colleagues. 

I merely would remark that the ability of an employer to control 
the volume of his unemployment is partial in the case of seasonal 
unemployment, but relatively nonexistent in the cast of cyclical un- 
employment, and the system of graduating assessments according to 
payments made to the employees of the given employer may Iéad in a 
very minor measure to some degree of stabilization, but it also leads 
toemployers as a group and individually trying to keep down the total 
amount of benefits paid and also to their fighting individual eligibility 
cases. 

Senator Gore. Would you yield there? 

Senator Dove.as. Yes, certainly. 

Senator Gore. It does, as the Secretary said, provide an incentive 
for stable employment, which is, when viewed realistically, a benefit 
to the stable and well-established business and employer. But con- 
versely, it operates as a discrimination against the marginal, the new, 
and the uncertain. 

Senator Dove.as. Or the industry which has high cyclical unem- 
ployment, such as steel or other industries. 

Well, Mr. Chairman, I don’t wish to prolong the questioning. I 
would ask leave to file for the hearing record, as I have said, the tele- 
gram, and letters and telegrams in reply. 

The CHarrMan. Without objection. 

Senator Dovetas. I will submit the telegram to the Secretary to see 
whether it corresponds with the copy he has. 

And also, Mr. Chairman, I will submit the text of the replies which 
I have thus far received from the governors, with the request that as 
additional replies come in, I may be permitted to include them in the 
record as well as a running statistical tabulation of returns. 

Senator Gorr. Would you yield for one more question before you 
complete your questioning ? 

Senator Doveras. Yes. 

Senator Gore. Mr. Secretary, would you be prepared to concede 
the possibility of charitable motivations on the part of a Harriman 
equal to that of a Rockefeller ? 

Secretary Mrrcue.tt. Whom did you say ? 

Senator Gore. Would you be prepared to concede the possibility 
of a charitable motivation on the part of a Harriman equal to that of a 
Rockefeller ? 

Secretary Mircneti. Yes, Mr. Gore. You know your side of the 
aisle has been handling its millionaires a little bit better than we have. 

Senator Gorr. How do you mean “handle” ? 

Secretary Mircuet. I will leave itat that. [Laughter.] 

The CuatrMan. The insertions requested by the Senator from IIli- 
nois will be received. (See pp. 125, 126, 128, 129, 155, 296, 297, 298, 
and 299.) | 

Senator Williams? 

Senator Wriu1AMs. Mr. Chairman, the Senator from Vermont is ex- 
pecting a call, and since he is expecting a call, I will pass my turn. 

The CHatrMANn. Senator Flanders. 

Senator Fianpers. Mr. Secretary, I am a little vague in my mind 
as tothe additional Federal taxation beginning in 1863; is it? 
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Secretary MrrcHe.. 1963. 

Senator Fianpers. Well, yes, I accept the change. 

Beginning in 1963. 

Now, supposing that a State might have, should have, its reserves 
in good shape, and its current calls on them not so large, but what it 
concedes that it could take care of this extended period from its own 
reserves. 

Would there be anything in this bill or administratively that 
would ptevent a State from making that choice? 

Secretary Mircue.y. No, sir. 

Senator FLanpers. Now, suppose the conditions were such that the 
State could make that choice, and elected to make it. When the new 
Federal tax in 1963 is imposed, will it be imposed selectively so that 
that State would not have an increase ? 

Secretary Mircnen.. If a State did not elect to take advantage of 
the proposed bill here, and elected to take care of its unemployment 
Sea vam in some other way, then the Federal tax in 1963 would not 

imposed on that State. 

Senator FLanpers. So it would not be arbitrarily imposed without 
reference to the means taken by the State to meet the situation, or by 
option of a State not to accept the additional funds for the extension. 

Secreary Mircne tt. If the State elected not to accept the additional 
funds as provided in this bill, the tax would not be imposed. 

Senator Fianpers. Yes. That was the only question I had, Mr. 
Chairman. 

The CuarrMan. Senator Williams. 

Senator Witt1AMs. Senator Gore. 

The Cuamman. Senator Gore. 

Senator Gore. Mr. Secretary, on the last page of your statement, you 
say, “The temporary program I have outlined is a simple proposal 
essentially. It would neither make nor require any change in State 
laws. It would not legally obligate the participating States to do 
anything other than act as agents of the Federal Government to dis- 
tribute the benefits.” 

As a matter of fact, it doesn’t obligate the State to do anything; 
does it ? 

Secretary Mircne.w. It obligates the States to enter into an agree- 
ment with the Secretary of Labor to act as the Federal agent. 

Senator Gore. Do you really mean that ? 

Secretary Mircueiy. Well, they have the option to do so, if they 
accept it. 

Senator Gore. If they have the option, it does not obligate them. 

Secretary Mircuety. If they accept, if they want to take advan- 
tage of this and accept this opportunity here, in accepting the oppor- 
tunity, they would agree to act as agents of the State. 

Senator Gore. Would you be so good as to cite any provision of 
the bill that obligates the State to accept any part of this bill. 

Secretary Mircue.y. There is none. 

Senator Gore. Then, the first part of the statement I read is cor- 
rect, but the last one is not entirely correct; is that right? 

_ Secretary Mrrcnexy. If you are viewing it as I gather you are; it 
is Incorrect. 

It should say, “If a State exercises its option under this bill, it 
would not legally obligate,” and so forth. 
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Senator Gore. Yes. 
Then, as a result of your answer-—— 

Secretary Mrrcneii. May I say it has been pointed out to me by 
Mr. Nystrom, Solicitor, and not being a lawyer I overlooked the signifi- 
cance of the word “participate.” 

Now, when you read this, remembering what participating means, 
this statement’ is correct. It would not ‘legally obligate the partici- 
pating States, 

Senator Gore. All right. 

Secretary Mircuetu. Is that not correct ? 

Senator Gore. [ accept your statement. 

Now, following your answer to Senator Flanders, a State, in order 
to partic ipate, must, in turn, obligate itself ; is that true ? 

Secretary Mrrcnety. A State exercising the option to participate 
in this bill obligates itself to act as the Federal agent in the admin- 
istration of the funds that are to be collected from the Federal tax. 

Senator Gore. And in addition must agree, if not by letter of 
agreement, then it must assume the imposition by the terms of this 
bill, of an additional tax on the employers within that State. 

Is that not true? 

Secretary Mircneiu. A tax levied by the Federal Government, not 
by the State. 

Senator Gore. Well, it is imposed upon the employers of that State 
by the Federal Gover nment ? d 

Secretary Mrrcnety. That is right. 

Senator Gorr. Then, in the case of a State with a large reserve 
fund in existence now, would it be poate for that State, by action 
of itself to increase the benefits available to the employees, covered 
under the system, and draw from its reserves for the payment of such 
increased benefits, thereby extending any possible benefit that might 
be envisioned by this act without incurring the levying of an addi- 
tional tax by the Federal Government on employers within that 
State? 

Secretary Mircueiy. Yes, sir; I have answered that question sev- 
eral times affirmatively, yes. 

Senator Gore. That is true. 

ty MircHeiy. Yes. 

Senator Gore. Well, I will not, at the noon hour, which seems 
always my lot to be reached just about that time—— 
The Cuamman. Take your time, Sen: itor. 

Senator Gore. I will not ask you a series of questions, but merely 
say that the plan you present and endorse has three deep faults. 

One, immediate benefits are doubtful. 

Two, even at best, the benefits are inadequate, nonuniform, and 
inequit: able as between the unemployed, and 

Three, it would operate as a discrimination against employers in 
those States that do accept and as a competitive advantage to em- 
ployers in those States that do not. 

I cannot accept the proposal in its present form, and shall undertake 
to improve it. 

Thank you, Mr. Chairman. 
The CuairMan. Senator Bennett. 
Senator Bennett. I just have one question, Mr. Chairman. 
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Is this the first time in the history of the Labor Department when a 
proposal to extend benefits to people who have exhausted their regular 
unemployment rights has been proposed ? 

Secretary Mrrcuett. I believe it is, Senator, yes. 

Data iemanats submitted by Secretary Mitchell :) 

Extended benefits were proposed in 1942, 1944, and 1945, but not by the 
Labor Department. 

Senator Bennett. Then, would it be fair to say that the considera- 
tions of a Republican President is probably equal to, if not greater 
than, the consideration of a Democratic President who in 1949 had 
four quarters where the number of exhaustees was larger than it has 
been any quarter thus far, but nobody was apparently concerned with 
providing legislation to take care of it at that time? 

Secretary Mrrcuetyu. I would say 

Senator Bennerr. That is another question which is a statement 
and 

Secretary Mircnetyi. Senator, I would say that the motivation be- 
hind this proposal on the part of the administration has been a concern 
for those workers who will exhaust their benefits. 

Whether that is a greater concern than past administrations, I will 
leave to the record. I believe that it is because in my knowledge, this 
is the first time that an administration has come to Congress seeking 
help for those people who are without funds. 

Senator Bennetr. The chart on page 18, I think, is very interesting, 
and revealing. 

I have no other questions, Mr. Chairman. 

Senator Jenner. Mr. Chairman, I have one question, if it is down 
to me. 

The CHarrmMan. Yes. 

Senator Jenner. What concerns me is this: 

We have about 2 million people unemployed reaching the increased 
stage of exhaustion more than we normally have. In other words, at 
the | peak of the unemployment in this country, we saw about 3 million 
people unemployed and in transitory position, and so forth, so we have 
about 2 million more unemployed than we would have during a normal 
peak of prosperity. 

Is that correct, roughly ? 

Secretary Mrrcety. W ell, the census figures last month were 5.1 
million. 

Senator Jenner. That is right. 

Secretary Mircuert. And on a 66 million work force, which we 
have today, I would judge anywhere between, if you got down below 
2.5 million unemployed in our kind of an economy, you would be con- 
fronted with real labor shortage, and 3 million unemployed, on a 66 
million work force, is—represents a transitory voluntary group. 

Senator Jenner. So that being true, we hit a recession that brings 
about this problem, that necessitates Federal action, hence this bill. 

What would happen to this program if we hit a prolonged period 
of recession as we did back in the thirties and eary forties? 

Secretary Mircnety. Senator Jenner, first, I don’t think that we 
are faced with a 1930 depression. 

Senator Jenner. I didn’t say that. I don’t believe that, but I am 
thinking of this program, if this situation were where you have just a 
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little over 2 million more unemployed than you normally have in a 

66 million employed economy, peak of prosperity, what would hap- 
en to this program, I am speaking of the program generally, if you 

hit a prolonged period of say, 10 to 12 million unemployed, will this 
rogram stand up ¢ 

Secretary Mrrcuetv. No, it would not be sufficient. 

Senator JENNER. Then what would we have to do to cope with that 
kind of a situation ? 

Secretary Mrrcneti. Well, Senator, I wouldn’t venture to attempt 
to answer a hypothetical and, I think, the question 

Senator Jenner. I don’t think it is necessarily hypothetical. It 
has happened before, and it could happen again, and if 2 million 
brings about an emergency, what are we going to do if we have 5 or 
10 million ? 

Secretary Mirrcnety. Yes. All I can say here is the problem here 
is not only the number of unemployed, but the problem is the num- 
ber of unemployed who exhaust their benefits. This is the real prob- 
lem, exhaustion. 

Senator JenNer. All right. 

Project that, then, Mr. Secretary. 

Secretary Mircneu. Yes. 

Senator JENNER. Project that. 

In other words, are we heading for a British dole? 

Secretary Mrrcueiti. No, of course not. Of course not, and if 
this program that we are proposing here, we think, will adequately 
take care of the present situation, I would not like to venture any 
thoughts or opinions on a worsened situation, first because I don’t 
think it will materialize, and if it did, this sort of a program would 
not suffice. 

But we are dealing with the present. 

Senator Jenner. That is the thing that concerned me. 

That is all, Mr. Chairman. 

The Cuatrman. The Chair recognizes Senator Douglas to read two 
telegrams into the record. 

Senator Dovetas. Mr. Chairman, may I report that since I read 
the returns from the governors at an earlier hour, we have had a reply 
from the Governor of South Dakota who states he would not, himself, 
be able to accept the additional benefit payments under the Herlong 
bill, and special legislation would be required. So this makes a total 
of 14 States which would require legislative action, and 4 States which 
in the opinion of the Governor, might require a constitutional amend- 
ment, and 1 State where the Governor is in doubt. With your per- 
mission, I would like to read the replies of Gov. Averell Harriman, 
of New York and Gov. Lindsay Almond, of Virginia. 

The reply of Governor Harriman is as follows: 





In reply to your telegram concerning the bill to provide for temporary addi- 
tional unemployment compensation, H. R. 12065, on April 19, of this year, I 
approved legislation amending the New York State unemployment insurance 
law, subdivision 2 of section 536, to give specific authority to the industrial 
commissioner to enter into an agreement with any agency of the United States 
for the purpose of paying unemployment insurance benefits “for an additional 
period in excess” of the maximum potential duration normally provided. This 
was done in anticipation of the passage of Federal legislation and was intended 
to give the industrial commissioner power to enter into the agreement con- 
templated by H. R. 12065. 
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This amendment, however, does not give the industrial Commissioner authority 
to include a repayment clause in such an agreement. Therefore, in the absence 
of future State legislation, any funds received from the United States under 
provisions as contained in section 104 of H. R. 12065 will necessarily be repaid 
automatically through an increase in the Federal unemployment insurance tax 
on employers. This would place 150,000 New York State employers at a distinct 
competitive disadvantage with comparable industries in States which have not 
extended unemployment benefits. Inasmuch as the extension of benefits under 
the proposed legislation is optional with the several States, whereas it was man- 
datory under both the legislation originally proposed by the President and the 
Kennedy-McCarthy bill, it is probable that certain States will not enter into an 
agreement to do so. This would only further aggravate the ugly consequences 
of unequal standards of social insurance among competing States. 

Early this year I urged the New York Legislature to enact a bill increasing 
the duration of unemployment compensation from 26 to 39 weeks to be paid for 
out of State unemployment reserve funds. Inasmuch as the Republican con- 
trolled legislature refused to adopt this recommendation, the need for Federal 
action is urgent. In New York State as elsewhere in the Nation a considerable 
number of the several million workers who lost their jobs at the beginning of the 
recession are exhausting their benefits. I urge therefore that the House bill be 
amended to provide for the extension of benefits for all workers everywhere who 
have exhausted their entitlement without the requirement for individual State 
agreements and individual State repayments which could only result in a shame- 
ful competition among the States to take advantage of the misery of their own 
citizens. I further urge that this opportunity be taken to consider the long run 
solution to this problem by the adoption of minimum Federal unemployment 
benefit standards for all States along the lines of the Kennedy-McCarthy bill. 


AVERELL HARRIMAN. 





Then a telegram from the Governor of Virginia: 


At the present time, I have no intention of asking for the repayable advance of 


Federal funds proposed by H. R. 12065 for temporary extension of State unem- W 
ployment benefits. If such an advance were necessary or desirable, [ am of the t] 
opinion that specific legislative authority would have to be provided authorizing Jf 
the incurrence of such an obligation. 
J. LiInpsay ALMOND, Jr., m 
Governor. 

Mr. Chairman, I have the text of this correspondence which I will th 
ask to be printed at the conclusion, in the transcript at the conclusion ti 
of the hearings this morning. al 

These are the text of my original telegram and the texts of the d 
replies of the Governors which I have had thermofaxed. | r 

The CuamMan. Without objection, insertions will be made. (See 
pp. 125, 126, 128, 129, 155, 296, 297, 298, and 299.) lo 

The CHamman. Senator Williams. I 

Senator Witxtams. Mr. Mitchell, in answer to Senator Flanders, al 
you pointed out as I understood correctly that the States which bor- al 
row this money would be obligated to accept the increased tax begin- 
ning in 1961 on employment for the repayment, is that correct? 01 

Secretary Mircwexy. Well, sir, the question was not put in that ee 
way. It isnot a borrowing. 

I said that in the States that availed themselves of this law, if it ce 
becomes law, the tax provided for in the law which is a Federal tax, 
would automatically go into effect in 1963, if they availed them- p! 
selves of the provisions of this act. hs 

Senator Wit11aMs. If they do not avail themselves, the tax will not th 
go into effect? in 

Secretary Mircnety. That is correct, sir. al 

Senator WituiAMs. Then the acceptance by the State official of the 
provisions of this bill would, in effect, be the acceptance of the tax p 


to go into effect in 1963, is that right ? 
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Secretary Mrrcnenr. A Federal tax. 

Senator Wirirtams. A Federal tax. 

Secretary Mircueiy. Yes, sir. 

Senator WitttAms. Do you not think that the acceptance of a Fed- 
eral tax in a projected future would necessitate an act of the legisla- 
ture? 

Secretary Mircueti. We do not believe so, Senator. I have said 
that before, with this modification of this reservation, that the inter- 
pretation of State law naturally must rest with the State officials. 

We believe that the State can accept the agency here as provided in 
this law, and act as agents in the disbursement of this fund, and the 
tax, Federal tax then would become effective in 1963, and this could be 
done, we believe, leaving the interpretation of the State law to the 
State, but we believe that it could be done without legislative action. 

Senator WituiAMs. That is all. 

Senator Cartson. Mr. Chairman, just this. 

Mr. Secretary, as I have heard the testimony here this morning, it 
just occurs to me that the unemployment problems are not general, 
but they are pretty much localized in States, and they are localized 
within States. 

I wonder, as I have heard the testimony, and here are some of the 
statements that Massachusetts, New York, New Jersey, Pennsylvania, 
Michigan, Illinois, and California are the States where the situation 
is most acute. 

Secretary Mireur. Well, sir, I don’t think that one could say that 
with certainty. I believe that there are presently 31 States where 
the unemployment i is 6 percent or more of the total work force. 

Six percent of the total work force is a greater degree of unemploy- 
ment than we would like to have. 

I think one must view this proposal, Senator, not only in terms of 
the degree of unemployment, but in terms of the number of exhaus- 
tions which represent the length of unemployment, and while there 
are certain cities and certain States where there is heavier and longer 
duration of unemployment than elsewhere, I don’t think it could be 
rightly said this is limited toa few States. 

Senator Carison. I mentioned that I thought it was more or less 
localized based on States and getting to my own State which I think 
I know a little better than any other State in this Union, we have an 
area where there is a great deal of unemployment down in the lead 
and zinc mining sec tions. 

In fact, the March 22 figure that I have shows that the percentage 
of insured unemployment that are out of work at this time drawing 
compensation is 11.2 which is very, very high. 

The State as a whole at the present time is a little less than 6 per- 
cent, [ think. 

The point I wanted to make was that we are dealing here with a 
ag that would seem to me to be localized and we are trying to 
1andle it on a national basis, and I was wondering if there was some- 
thing we could do, being personally very sympathetic to these problems 
in areas in States, if there was something we could do besides passing 
a general act. 

Secretary MircHe.y. Well, sir, we believe this is enough of a national 
problem to warrant Federal action. If I may repeat again, as I said, 
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we believe that, we estimate that there will be 2.6 million people in 
the next year who will have exhausted their benefits under the State 
laws. 

Now this, to me, is a problem that should require national attention, 

Senator Cartson. The Senator from Illinois mentioned the various 
States that had applied to him in regard to the inability of the States 
to comply with the provisions of this bill, and I know that Kansas, 
the Governor of Kansas has replied to him and advised that we would 
not be able to participate, in his opinion, under this bill. 

I want to make a statement, and this is not a question but it is 
rather an interesting one that I think might develop in other States, 

Within the last 10 days, we have had a special session of the legis- 
lature adjourn. Legislation was introduced providing for additional 
duration of time period, and an additional benefits up to 16 weeks, 
and I believe the dollars were $34 which is our present maximum, and 
it did pass the house of representatives, but it was defeated in the 
senate. 

Now even if we enact this legislation, doesn’t it get back to the fact 
that, after all, the States do determine what action is taken? 

Secretary Mrrcuext. Under the normal Federal-State unemploy- 
ment-security programs, the States have determined the level of bene- 
fits, and the duration of benefits. 

Under normal circumstances, most of the States were they to heed 
President Eisenhower's requests made in the last 3 or 4 or 5 years 
that they increase their levels of benefit and increase their duration 
to at least 26 weeks, that would take care of the normal situation. 

But here we have an abnormal situation, which I don’t believe you 
need to have the States change their permanent laws to take care of. 

Senator Dovetas. Would the Senator permit me to read the tele- 
gram from the Governor of Kansas which will corroborate the state- 
ment which he made? 

Senator Cartson. I will be happy to read it because I have a copy 
of it. 

Senator Dovaias. These copies seem to be floating around. 

Senator Caruson. I think the Senator should read it and get it into 
the record. 

Senator Doveuas. It is addressed to me, and reads as follows: 

Section 44-714, Kansas General Statutes Supplement 1957, authorizes com- 
missioner of labor to enter into certain reciprocal agreements permitting the em- 
ployment security agency to pay unemployment benefits under provisions of 
other State and Federal laws, providing State fund is reimbursed. Employ- 
ment security agency has grave doubts that such authority extends to the agree- 
ment as provided in H. R. 12065 in view of the repayable features. 

GEORGE DOCKING, 
Governor of Kansas. 

And I may say that in my tabulation, I included Kansas as, there- 
fore, one of the States which in all probability would require legisla- 
tive action. 

Senator Cartson. Mr. Chairman, as one who has served as Governor 
of that State, I would say the Governor is correct in this instance, and 
being a Democratic Governor , l agree with him. 

Senator Dovaras. I w ant to corroborate what my good friend from 
Kansas says to show that in matters of fact he is correct, as usual. 

Senator Gore. Would the Senator from Kansas yield so that I can 
read the telegram from the Governor of Tennessee ? 
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Senator Cartson. I have yielded the floor. 

Senator Gore. Would the Senator from Delaware yield? 

Senator Wiii1aMs. I don’t have the floor. 

Senator Gore. Mr. Chairman, may I read it? 

The CuHarrmMan. Yes. 

Senator Gore. The first time I have been uncontested. [Laughter.] 


Regarding your telegram of May 7, wish to advise that Hon. George F. 
McCandless, attorney general of Tennessee, has ruled that this State could not 
enter into the agreement extending State benefits contemplated by H. R. 12065 
under authority granted by present statute either to the Governor or to the 
commissioner of the Tennessee Department of EMM. Accordingly, additional 
legislation would be required by the Tennessee General Assembly which will not 
meet in regular session until January 1959. 


FRANK R. CLEMENT, Governor of Tennessee. 


Senator Dovctas. I am going to make an offer which may sound 
impertinent, Mr. Chairman, but I hope the Secretary of alte will 
not regard it as such. 

If the Department of Labor is lacking funds to send similar tele- 
grams to officials of the States, although my own resources are rather 
meager, I shall be glad to make a contribution to the Department of 
Labor to pay for the cost of those telegrams. 

Secretary Mircnety. Senator, the Department is very appreciative. 

However, if we were to send a telegram, we would have worded it 
differently, and probably gotten different answers. [Laughter.] 

(By direction of the chairman, the following replies to the telegrams 
sent by Senator Douglas to the State governors, in addition to those 
previously read during the hearing, are made a part of the record :) 

(For further replies, see also pp. 125, 126, 128, 155, 296, 297, 298, 
and 299.) 

May 12, 1958. 
Hon. Paut H. Dove.as: 

In reply your telegram May §8, neither I nor the Alaska Employment Security 
Commission have the authority, without action by our legislature, to request 
funds under proposed Temporary Employment Compensation Act of 1958, House 
bill 12065 and to enter into an agreement thereunder to pay benefits not pro- 
vided by Territorial law. 

MIKE STEPOvICH, Governor of Alaska. 


SACRAMENTO, CALIF., May 13, 1958. 
Hon. PAu H. Doveias: 

In brief time allotted California Director of Employment necessarily hasty 
analysis of H. R. 12065 results in conclusion that doubt exists whether the 
Governor or director of the California Department of Employment, which ad- 
ministers California’s unemployment compensation law, have the authority, 
without action by the California Legislature, to enter into an agreement under 
H. R. 12065 to pay benefits to individuals who have exhausted their unemploy- 
ment compensation rights under the California unemployment compensation 
law. Act of entering into such an agreement would constitute a consent by a 
State officer to the application at a future date of an increased Federal tax 
upon certain California employers to restore to the Federal Government those 
Federal funds used by the State in the payment of benefits under the Federal 
provisions, together with administrative costs. In absence of such agreement 
and consent, no increased Federal tax would apply, nor could payments from 
California’s account in the unemployment trust fund be made to individuals 
whose California benefit rights were exhausted. In view of these consequences, 
the act of agreement and consent would appear to require legislative authoriza- 
tion, and is not purely executive in character. Under the California constitu- 
tion neither Governor nor director of employment can exercise such legislative 
power (art. 111, sec. 1, California constitution, Lukens v. Nye (1909), 159 Cal. 
498). Accordingly, California legislation would be required before an agree- 
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ment and consent could be entered into pursuant to H. R. 12065 (art. V, sees, 
1 and 2, California constitution). 

No provision of California law gives Governor or director of employment 
authority to enter into an agreement to pay benefits under the California unem- 
ployment-insurance law, as contemplated by the provisions of H. R. 12065. How- 
ever, section 451 of the California Unemployment Insurance Code would provide 
authority in the California Department of Employment to extend existing agree- 
ments, pursuant to H. R. 12065, under title XV of the Social Security Act (unem- 
ployment compensation for Federal employees: California agreement executed 
December 22, 1954) and title IV of Veterans’ Readjustment Assistance Act of 
1952 (unemployment compensation for veterans: California agreement executed 
October 9, 1952) and thereby provide the services and facilities of the California 
Department of Employment as an agent of the United States for the payment 
of Federal unemployment compensation to such Federal employees and veterans 
under H. R. 12065, if enacted. 

Cordially, 
GoopwIn J. KNicut, Governor. 


May 9, 1958. 
Hon, PAvuL Dovue6Las: 

Retel May 7, 1958, concerning additional unemployment compensation, H. R. 
12065, Colorado would be unable to make additional payments or extend the 
duration thereof without amendatory State legislation. There is no authority 
for any State officer or agency to agree on behalf of the State to repay moneys 
advanced by the Federal Government as proposed. This also would require 
legislative authorization. 

STEVE McNICHOLS, 
Governor of Colorado. 


THE ‘TERRITORY OF HAWAII, 
EXECUTIVE CHAMBERS, 
Honolulu, May 9, 1958. 
Hon. Paut H. Doveras, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR DouGLas: Governor Quinn is presently en route to Washington 
to discuss legislative matters with the Interior Department. I have presumed 
to answer the questions in your radiogram of May 8, covering the general 
subject of unemployment compensation, H. R. 12065. 

The Hawaii employment security law provides for reciprocal arrangements 
with appropriate and duly authorized agencies of States or the Federal Govern- 
ment, and agreements may be entered into whereby the Territory may pay 
benefits payable under an unemployment compensation law of another State 
or of the Federal Government. However, such agreement may be entered into 
only if provisions are made for the reimbursement to the territorial unemploy- 
ment compensation fund of benefits paid under the law of another State or of 
the Federal Government. 

The effect of an agreement whereby the Territory would be obligated to repay 
the Federal Government either directly or indirectly through the collection of 
an additional Federal tax for benefits paid to persons not entitled thereto under 
the Hawaii employment security law would be to enlarge the territorial statute 
by administrative action and would be illegal. Such action may only be taken 
by the legislature. 

A copy of this letter has been airmailed to Governor Quinn and I feel sure 
he will make an opportunity to discuss this with you personally as soon as he 
arrives. 

Sincerely, 
FARRANT L. TURNER, 
Acting Governor of Hawaii. 


SPRINGFIELD, ILL., May 12, 1958. 
Hon. Paut H. DovuGias: 
On the basis of existing statutory provisions it appears that although the 
Governor may not obligate the State to repay funds which would be received 
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under H. R. 12065, he may accept such funds and cause them to be administered 
for the purposes contemplated subject to the condition contained in H. R. 12065, 
that if the General Assembly of Illinois does not appropriate for repayment, 
the Federal authority is to secure reimbursement through the decrease of credit 
to employers in the tax-offset provisions of the Federal act. 

Under present conditions the State of Illinois should have no difficulty in 
making repayment. I estimate that the operation under this bill would amount 
to $34,500,000 out of a fund of over $400 million. Necessarily, the appropriation 
to carry out this policy of direct repayment eventually would have to be granted 
by the legislature. 

WILLIAM G. STRATTON, 
Governor. 


INDIANAPOLIS, IND., May 8, 1958. 
Hon. Pau H. DouGtas, 
Senate Office Building, 
Washington, D. C.: 

In response to your inquiry concerning H. R. 12065, I am advised by the Attor- 
ney General of the State of Indiana, after a preliminary study, that legislation 
would be necessary in any event and it is very possible that a constitutional 
amendment would be required. 

Haroutp W. HANDLEY, Governor of Indiana, 


FRANKForRT, Ky., May 9, 1958. 
Senator Pau. H. Doue.Las, 
Washington, D. C.: 


Your wire of May 8 to Gov. Albert B. Chandler has been referred to me for 
reply. The State has no authority with or without legislative action to create 
an obligation to repay funds that have been advanced under H. R. 12065 by the 
Federal Government, to pay unemployment insurance. Nor can I enter into an 
agreement to that effect. I can only act as an administrative agent for the 
Federal Government in paying out direct Federal grants. H. R. 12065 re Fed- 
eral extension of unemployment benefits, as outlined in your telegram, will be of 
no benefit to Kentucky workers. Because of loan features of the program, 
constitutional restrictions on State borrowing would prohibit Kentucky’s partici- 
pation. Repayment features by way of reducing Federal tax offset would 
seriously endanger actual soundness of the fund. Exclusion of workers not 
covered by the State law is discriminatory in that nearly half those presently 
unemployed would receive no benefits under bill. 

V. E. BARNES, 
Commissioner, Department of Economic Security, and Erecutive Direc- 
tor, Burcau of Employment Security. 


3ATON Rouge, La., May 12, 1958. 
Hon. Pau H. DouGLas, 
United States Senate, 
Washington, D. C.: 

Retel I am informed by the general counsel of the State division of employ- 
ment security that specific Louisiana legislation would be required for Louisiana 
to obligate itself to the repayment to the Federal Government of temporary 
unemployment benefits contemplated by H. R. 12065. 

EArt K. Lone, Governor. 


Boston, MAss., May 9, 1958. 
Hon. Paut H. DouGLas, 
United States Senate, Washington, D. C.: 

At the present time Massachusetts Statute General Laws, chapter 151A section 
66 (B) provides as follows: “The director is hereby authorized to enter into 
reciprocal arrangements with appropriate and duly authorized agencies of other 
States or of the Federal Government or both whereby: 

“(b) Potential rights to benefits accumulated under the unemployment com- 
pensation laws of one or more States or under one or more such laws of the Fed- 
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eral Government or both may constitute the basis for the payment of benefits 
through a single appropriate agency under terms which the director finds will 
be fair and reasonable as to all affected interests and will not result in any sub- 
stantial loss to the fund.” 

I believe, however, that this may be insufficient to warrant the Commonwealth 
to enter into an agreement under H. R. 12065. Specific additional legislation may 
therefore be necessary. 

CHARLES D. SLOAN, 
Legal Counsel and Chief Secretary to Governor Furcolo of Massachusetts. 


May 9, 1958. 
Hon. Paut H. DouGctLas: 


Reurtel H. R. 12065, attorney general advises that neither the Governor nor the 
legislature could create an obligation to repay funds advanced to the State by 
the Federal Government since constitution of Nebraska prohibits contracting debt 
in excess of $100,000. 

Victor E. ANDERSON, 
Governor of Nebraska, 


May 12, 1958. 
Hon. Pauw H. DouGLas: 

Re H. R. 12065, if money considered obligation of State would not have power 
to enter agreement without legislative session. If money is a grant to State to 
disburse Federal funds this can be done without legislative session. Question 
arises, however, of the legality of taxing employers after 1963 for money paid in 
1958 at which time presumably many employers were not participating. 

CHARLES H. RUSSELL, 
Governor of Nevada. 


STATE OF NORTH DAKOTA, 
OFFICE OF THE GOVERNOR, 
Bismarck, May 10, 1958. 
Hon. Paut H. Dovue.as, 
United States Senate Room 109, 
Senate Office Building, Washington, D. C. 

Deak Mr. Dovuerias: I have your telegram requesting information as to 
whether or not, under the present laws of our State, we could enter into an 
agreement with the Federal Government to repay moneys advanced by the 
Federal Treasury and to pay benefits to unemployed persons who are covered 
by the State law but who have exhausted all the benefits to which they are 
entitled under our present law. 

The legal department of our State is of the opinion that it would not be 
possible, under present State legislation, to enter into such an agreement with 
the Federal Government. It is their opinion that new legislation would be neces- 
sary. Our legislature meets in January of 1959. 

Sincerely yours, 
JOHN FE. Davis, Governor. 


May 13, 1958. 
Hon. Paut H. DovuGtas, 
United States Senator: 


I wired Paul H. Dougles the following message this date: 

“Reurtel May 7 re House Resolution 12065. I am convinced that neither the 
Governor of Oregon nor the Unemployment Compensation Commission can re- 
quest Federal funds that would constitute a loan repayable by the State or by 
an additional tax on employers and use those funds for payment of benefits not 
now provided for by State law. Our law puts a top limit on benefits of not more 
than $40 a week for not longer than 26 weeks. We could not pay benefits from 
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such a loaned fund beyond the present statutory amounts without special author- 
ization of our State legislature. Additional legislative action would be required 
to permit Oregon to operate under the terms of H. R. 12065 as it is now pending. 
The only way Oregon can make payment of extended benefits to exhaustees 
without additional legislation is by use of granted not loaned Federal funds for 
benefits and administrative costs. We now have a cooperative arrangement for 
payments under unemployment compensation for Federal employees and unem- 
ployment compensation for veterans under the Veterans Readjustment Assis- 
tance Act of 1952 using Federal funds and we could proceed under a similar 
arrangement for temporary additional benefits. I urge that Congress pass legis- 
lation which will provide Federal grant funds for payment of extended benefits. 
For 18 years before the Reed Act re distribution the Federal Government has 
collected and retained taxes far in excess of the administrative costs of the 
unemployment compensation program; the amount is approximately $1,800 
million. In view of this the Federal Government should grant to the States the 
amounts necessary for payment of extended benefits and administration thereof 
rather than offer a loan which most States and certainly Oregon cannot accept. 
The provisions of the Kennedy bill are the most desirable for long-range 
strengthening of the unemployment compensation program and I strongly urge 
favorable action on the Kennedy bill.” 
Rosert D. HOLMEs, 
Governor of Oregon, 


Pierre, 8S. Dak. May 13, 1958. 
Hon, Pauw H. Dovuetas: 

In reference your telegram May 8 my legal officer in State employment secu- 
rity department informs me it would require action by State legislature to re- 
quest new Federal funds provided in H. R. 12065. 

Gov. JoE Foss. 


Satt LAKE City, UTAH. 
Hon. Paut H, DoueLas: 


Your inquiry poses possible constitutional questions which will require study. 
GEORGE D. CLYDE, 
Governor of Utah. 


OLYMPIA, WASH., May 12, 1958. 
Hon. Paut H. Dove.as, 
United States Senator, 
Senate Office Building, Washington, D.C.: 

While time has not permitted preparation of a State attorney general’s 
opinion I am reasonably certain the Governor and the State employment security 
department lack the power to enter into agreement to receive moneys under 
terms of H. R. 12065 without legislative action. As you probably know my 
position on unemployment insurance extension is that Federal Government should 
foot entire cost on grant basis. This reasoning is based on fact that the Federal 
Government collected $1.8 billion on FUTA from 1936 to 1954 which was never 
returned to States and only $800 million of this was used for Federal Employ- 
ment Security Administration. I feel that the national administration has a 
moral obligation to use some of this profit to foot the cost since the recession 
grew mainly from national policies. 

ALBERT D. ROSELLINI, 
Governor. 
By Peter R. GIovINe, 
Commissioner, Employment Security Department. 


May 12, 1958. 
Senator Paut H. DouGLas: 

Reurtel May 8 re H. R. 12065, Wyoming’s unemployment compensation law is 
not presently amenable to advancement of moneys to the State by the Federal 
Government for benefit payments to unemployed persons who are covered by 
the State law but who have exhausted the benefits to which they are entitled. 
Legislative action would be necessary for Wyoming to request such Federal 
funds, to agree to pay benefits not now provided by the Wyoming law, and to 
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create an obligation to repay such funds either (1) by the State directly, or (2) 
by indirect payments through the Federal collection of the additional tax on 
the employers in the State which would be imposed after 4 years. Thorough 
investigation would be required to determine the extent of additional legislation 
necessary for Wyoming to participate in the provisions of H. R. 12065. 


MILWARD L. SIMPSON, 
Governor of Wyoming. 


EXECUTIVE DEPARTMENT, 
innapolis, Md., May 9, 1958, 
Hon. Pau H. DouGtas, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR Dovuatas: This office is in receipt of your telegram of May 7 
pertaining to temporary additional unemployment compensation as covered by 
H. R. 12065. 

Governor McKeldin is en route to Heidelberg, Germany, to attend the gradu- 
ation exercises of the overseas school of the University of Maryland, so I am 
replying in his absence. 

This matter received the attention of the Governor prior to his departure for 
Europe, and Maryland will take such steps as may be necessary to implement 
her laws so that the unemployment benefit period may be increased from 26 
weeks to 3 weeks. This extension in the benefit period will require legislative 
action, and the Governor is ready to call a special session of the Maryland Gen- 
eral Assembly for this specific purpose at the proper time. This special session 
would be called immediately after the Federal bill is passed by the Congress 
and approved by the President. 

Sincerely, 
ALBERT W. QUINN, 
Assistant to the Governor. 


The Cuatrman. The committee will now recess until 10 o'clock 
tomorrow morning. 

(Whereupon, at 12:30 p. m., the hearing was recessed, to be recon- 
vened at 10:20 a. m., Wednesday, May 14, 1958.) 
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UNEMPLOYMENT COMPENSATION 
WEDNESDAY, MAY 14, 1958 


UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to call, at 10:20 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd presiding. 

Present: Senators Byrd (Chairman), Kerr, Frear, Douglas, Mar- 
tin, Williams, Flanders, Carlson, Jenner, and Bennett. 

Also present: Elizabeth B. Springer, chief clerk; and Colin F. 
Stam, chief of staff, Joint Committee on Internal Revenue Taxation. 

The CratrMan. The committee will — to order. 

The first witness this morning is Mr. J. Eldred Hill, Jr., the assist- 
ant attorney general of the State of Vir ginia. 

Mr. Hill, plea: se come forward, sir, and proceed in your own way. 


STATEMENT OF J. ELDRED HILL, JR., ASSISTANT ATTORNEY 
GENERAL OF THE STATE OF VIRGINIA 


Mr. Hint. His Excellency, J. Lindsay Almond, Jr., the Governor 
of Virginia, has asked me to deliver a brief statement on his behalf 
opposing the Federal supplementation of State unemployment com- 
pensation. 

Governor Almond has— 

Senator Kerr. May I ask a question, Mr. Chairman? Are you 
addressing yourself to any specific bill or to the principle generally ¢ 

Mr. Hitx. To the principle generally initially. Then I will address 
myself, if I might, to this particular bill. 

Senator Kerr. Fine. 

Mr. Hitt. Governor Almond has asked me to say that he shares 
with the Congress a concern over the economic problems facing our 
Nation, but that he likewise has a great concern for the preservation 
of our State unemployment insurance program. He feels that most 
of the proposals which have been offered to extend State unemploy- 
ment benefits through Federal action are not just a step but a leap in 
the wrong direction. 

Most. of the measures which have been offered are blanket indict- 
ments of our present system and, if enacted, would destroy the basic 
concepts of unemployment insurance. 

Many of these measures, some of which I am sure will be urged on 
this committee during these hearings, inject into unemployment insur- 
ance relief factors directly opposed to the insurance principles upon 
which our State programs are based. The unemployment insurance 
laws were designed to serve as a protection for workers during tem- 
porary periods “of unemployment. It was founded and grown on the 
idea of temporarily compensating unemployed workers ‘for a portion 
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of their wage loss. It was never intended as an indefinite sustenance 
nor as a general relief program. From the very beginning unem- 
ployment compensation has shunned the stigma of welfare and: has 
fought the misnomer of “rocking-chair money.’ 

The success which our State programs have enjoy ed has been real- 
ized largely because they have remained true to the insurance princi- 
ples and maintained a careful balance between the compensable 
amount and duration and the wages upon which that compensation 
has been based. 

State agencies which administer State unemployment compensation 
laws have g gained the knowledge that comes with experience in dealing 

with the problems of unemployment. 

With the counsel of these agencies the State legislatures have re- 
flected a comprehensive under. standing of the w age structure, the tax 
formula and the employment conditions prevailing within their 
borders. 

The State laws have not remained static. They have frequently 
been amended in every State to meet the needs of the changing con- 
ditions in those States. States confronted with particular problems 
have uniformly found a solution through State action. The condi- 
tions creating or contributing to significant unemployment in any 
given area are so varied that there can be no common solution. 

The unemployment problems and economic balances of no two 
States are identical, with the result that no two States have identically 
the same laws to cope with those problems. 

It is of utmost importance therefore that decisions which will 
vitally affect the economic life of a State, whether they be on a long- 
or a short-range basis, be made at the State level where the most 
experience and the best information is available for dealing wisely 
with the subject. 

“ach State can best determine the policies and the laws that will 
most effectively serve the interests of its people. As we began this 
22d year of the operation for most of the State systems, it would seem 
that argument that they have become of age and have proven their 
competence would be unnecessary. 

Certainly they have demonstrated through these years, which have 
included two wars and the attendant conversion periods, that they 
have been equal to the task. 

But despite this proof of time, those who are urging minimum 
Federal standards and/or forced Federal extensions are directly 
charging the States with ineptness or inability to meet the present 
situation. 

They would, through the guise of temporary Federal action, take 
charge of the vital areas of benefit duration and benefit amount, and 
in effect amend the laws of every State. 

We believe that the vast majority of the States have at their dis- 
posal the necessary reserves and the taxing authority to provide addi- 
tional temporary benefit extension if in fact the need for such an 
extension exists, and we are not prepared to concede as apparently 
some are, that the various State legislatures are not responsive to the 
needs of their State nor representative of the desires of their people. 

Now we are not unaware of the fact that the present unemploy- 
ment problem is not of equal magnitude in every State, and that some 
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States may have a more acute problem than others, which brings me 
to this point of observation. If this committee concludes from its 
deliberations that some form of Federal action is necessary, we believe 
that the provisions of H. R. 12065 are preferable to those embodied 
in any proposal submitted thus far. 

We do not abandon our conviction that no Federal action is neces- 
sary, but if this committee cannot concur in that premise, we cer- 
tainly favor legislation which will not force Virginia nor any other 
State to follow a course of action which it may deem unnecessary or 
undesirable. 

The optional feature of H. R. 12065 retains for the States a measure 
of discretion which we deem vital to the preservation of the State 
systems as we now know them. 

Now I do not know whether to this point I have succeeded in keeping 
secret the fact that an appearance before this committee is a brand- 
new experience for me, but if this committee will pardon a personal 
reference, not only am "I brandnew as a witness before congressional 
committees, but the folks in my agency back home consider me brand- 
new tothisprogram. Yousee, most of them have been in this program 
now for 15 to 20 years, and my service in it has been for a little 
better than 3. 

Now those people have given a dedicated service to this program, 
and they are conscientiously interested in it, and we have a great deal 
of faith in their ability to solve the problems that are at hand. They 
work hand in hand with our legislature in which we also have a great 
deal of faith. Now if we can get a little more of this sunshiny weather 
down in Virginia we believe we can whip much of our unemployment 
problem. We realize that this committee cannot legislate that for 
us, but we do not think that we are asking too much when we ask this 
committee not to fetter us with some sort of federally imposed pro- 
gram; and not to force us to sign an agreement which we feel is not 
in our best interests; and certainly not to make a mockery out of the 
program on which we have wor ked so hard by turning it into a Federa! 
giveaway program. 

Mr. Chairman, on behalf of the Governor, I want to say that we 
appreciate this opportunity to be heard by the committee, and within 
my very limited capacity if there are questions I will endeavor to do 
my best to answer them. 

The Cnatrman. Mr. Hill, I thank you, sir, for what I regard as a 
very able statement. 

AsI understand your statement, you emphasize first that the unem- 
ployment insurance program was never intended to be a relief 
program. 

It is a program that has been financed exclusively by the employers, 
as a part of their obligations to their employees, to give payments in 
time of temporary unemployment. 

You emphasize the fact I think that from the very beginning of 
this program there have been no subsidies from the Federal Govern- 
ment, there have been no subsidies from the State governments. 

All revenue in this program has come from a taxation upon those 
who employ others in industry. 

I think you have also emphasized the fact—although you did not 
say it directly—that once we federalize this program, it never again 


son 


Ree ee eee: 


peri en ict 
esas: 52 cae 





138 UNEMPLOYMENT COMPENSATION 


will be free. From an experience of 25 years in the Senate, I know 
once the Federal Government federalizes and subsidizes a State pro- 
gram, whatever it may be, it continues to exercise control] throughout 
the area of that program, and I challenge those who desire to federalize 
this program to point to one single Federal grant to the States that 
does not carry with it Federal control. 

When I came to the Senate, we had only one Federal grant pro- 
eram of any consequence and that was for roads. 

I think it then cost $98 million a year. That was in 1933. Now 
we have 57 Federal grants to the States costing over $4 billion, and 
in every case the Federal Government exercises control not only over 
the Federal funds but also the State funds. 

Does your information bear that statement out ? 

Mr. Hinz. Yes, sir. 

The Cuatrman. So I thoroughly agree with you, sir, that we shoul 
not federalize this fund. Of course, optional provis isions would give : 
State some protection in the case of this program. 

I gathered also from your testimony—and you evidently have 
studied this question very carefully—that the $58 billion available 
overall in the unemployment trust fund indicates there are sufficient 
funds available, and if funds are needed, the State legislatures could 
increase up to the limit the tax on employers without paying out of 
general revenue. 

The unemployment tax in most States is nowhere near the limit 
and there is an $8 billion balance in the fund. I am not one who 
fears the possibility that the State legislatures would have to meet. 
If they have a great unemployment crisis, they could meet it. 

When I was Governor of Vi irginia I had a number of special ses- 
sions of the general assembly to dispose of matters of less importance 
than severe unemployment. 

The bugaboo held forth before this committee, that State legis- 
latures must meet in order to avail themselves of any legislation that 
may be passed here in Washington does not influence me. 

I think they should meet, if there is a great crisis in the State. 

There may be other things they could do for unemployment. Un- 
employment by no means is exclusively a Federal obligation. States 
have their obligations, the employers have their obligations and the 
localities have their obligations. 

Mr. Hitt. Senator, if I might make two remarks with reference to 
what you have just said, I would like to say first of all that yesterday 
in listening to the testimony of the Secretary, I learned a fact which 
I had not previously known, and I say I learned it. I am not sure it 
is correct, but 1 understood that the maximum limit on State taxa- 
tion was 2.7, from what the Secretary said. I believe that is in error. 
I do not believe there is any limit to where : a State can go with this tax. 

The 2.7 comes from the fact that 3 percent is the maximum Federal 
tax which will receive an offset for a State tax. 

In other words, they give a 90-percent credit. But a State is un- 
limited to where it can go. 

As a matter of fact, I am of the distinct opinion that there are a 
number of States now that exceed the 2.7 figure in taxing their 
employers. 

That is one of the first points I want to make. 
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The second is this—— 

The Cuatrman. That point was not developed yesterday. The 
information was given to the Senate that any State that exceeded the 
9 7—Mr. Stam, have you got that ? 

Mr. Sram. We have a table showing that they went above that. 

Senator Kerr. Is that in the pamphlet you gave us / 

Mr. Stam. That is right, table 12. 

The Cuairman. Let me clear that up now. What States have gone 
above ¢ 

Senator Kerr. They are shown there in table 12, Mr. Chairman. 

The first one is Illinois, the next one is Michigan, the next one 
is Missouri. 

Senator JENNER. Goes above 2.7 ¢ 

Senator Kerr. Goes above 3. 

The next one is Wisconsin. 

The Cuatrrman. The 3 percent is the maximum that the Secre- 
tary of Labor stated. 

Senator Kerr. No, the 3 percent as I understand it is the maximum 
amount which the Federal Internal Revenue will recognize as a 
business expense on the part of the taxpayer, isn’t that it ? 

Mr. Hint. Frankly, I do not know. 

Mr. Stam. The credit is figured on the 3 percent in the credit in 
the taxes paid to the States and it is a credit only against the 3 percent 
Federal tax. 

Senator Frear. It is 4 percent that the State of Wisconsin pays, 
the credit they can get federally is 2.7. 

The CHarrMan. Then the additional 3 goes to administrative costs 
in building up this fund ¢ 

Mr. Hinu. Yes, sir, the three-tenths. 

The second point I want to make is I do not know about all of the 
State laws, but certainly in Virginia, and it is my impression that 
in most of the States the legislatures would not have to meet to increase 
this tax because there is already an existing law in most of the States, 
a provision which automatically steps up the tax if the trust fund 
in those States drops below a given figure. 

So consequently there would not be any need in the sense of calling 
a special session to pass a direct increase in the tax. 

It takes place under existing law in most States. I do not know 
that that is true in all of them. 

The Cuarman. I do not know whether the Secretary was correct 
or not yesterday. He said the average tax was approximately 1.5. 
In regard to this loaning fund of $200 million; only one loan has 
been made and that went to the State of Or egon. 

Tam told that was made to avoid an increase in the State tax. 

It would appear that if this desperate situation exists, and I do 
not question the fact that in some areas unemployment is very seri- 
ous, there would be more applications for loans. Have you got any 
comment to make on that ? 

Mr. Hitx. No, sir, except that I do think that the unemployment 
in each area is ofttimes due to different factors. For instance, as 
I stated a moment ago, I think in Virginia the weather has a great 
deal to do with our ‘unemployment. 1 think probably in Michigan 
it has nothing to do with the unemployment there, so that is one reason 
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I say that there can be no common solution, because the base of the 
cause of the unemployment is not the same in every locality. 

Senator Kerr. Mr. Chairman, I would like to make a statement and 
I would like to have Mr. Stam listen to it to see if it is correct, so that 
we can have this picture in its accurate actuality. 

As I understand it, the Federal law provides for payment of 3 per- 
cent payroll tax actually. 

Mr. Sram. That is right. 

Senator Frear. And it is called an excise tax. 

Senator Kerr. But it is on the payroll. 

Senator Frear. Yes. 

Senator Kerr. And it goes into this fund within each State; is that 
correct, Mr. Stam ? 

Mr. Sram. It is collected by the States and the Federal Govern- 
ment 

Senator Kerr. It is collected by the Federal Government; is it not? 

Who collects it, the State or the Federal Government. 

Mr. Hitz. Both. 

Senator Frear. Both. 

Mr. Sram. They both collect. 

Senator Frear. The Federal Government collects three tenths of it 
and you contribute to the unemployment fund in each State on a quar- 
terly basis. And at the end of the year the excise tax of 3 percent im- 
posed by the Federal Government is allowed a credit of 2.7 which you 
have paid in to the unemployment funds of the States, but the money 
goes into the Federal Treasury regardless. 

Mr. Sram. You are only allowed a credit for the amount actually 
paid to the State. 

Now if the States levy a tax equal to 2.7, you get the full credit, 
but 

Senator Kerr. What do you mean by the full credit ? 

Mr. Stam. The full credit is 90 percent of 3 percent. 

Senator Kerr. But suppose the State only levies a tax of 114 per- 
cent, what does that taxpayer do? 

Mr. Stam. My understanding is that they get a credit for the tax ac- 
tually levied by the State. 

Senator Kerr. If the tax of 114 percent is levied, do they pay that 
tothe State funds? Whoisthe p ivee in that check ? 

Senator Frear. Which check? 

Senator Kerr. For 114 percent, if there is a 114 percent tax levied 
that creates the obligation to either pay the cash or write a check. To 
whom is the cash given or to whom 1s the check made payable ? 

Senator Frear. All but 10 percent of the 3 percent goes into the 
State unemployment compenention fund. 

Senator Kerr. If it is just 114 percent ? 

Senator Frear. That goes to the State unemployment compensation 
fund, but that in turn goes to the Federal Government. 

Senator Kerr. But the fellow that pays to the State unemploy- 
ment 

Senator Frear. That is right. 

Senator Kerr. And the State has the right to fix the tax at any 
amount it wants to; is that correct ? 

Senator Frear. Yes. 
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Senator Kerr. Now the State fixes a 114-percent tax and that means 
that an employer in that State pays that tax into the unemployment 
fund of that State. 

Senator Frear. Yes. 

Senator Kerr. As far as he is concerned. Now does he have any 
additional liability under the Federal law ? 

Senator Frear. He has 10 percent of the 3 percent that he pays at 
the end of the year direct tothe Federal Treasury. 

Senator Kerr. He pays 10 percent of 3 percent. That is three-tenths 
of 1 percent. 

Senator Frear. That is right. 

Senator Kerr. To the Federal Treasury no matter what the State 
rate is? 

Senator Frear. Right. 

Senator Kerr. Is that the way you understand it, Mr. Stam ? 

Mr. Sram. Yes. 

Senator Kerr. Then he has paid a total of 1.8 if he has a State law 
for 114. 

Senator Frear. That is true. 

Mr. Sram. But I understand that he also gets credit. 

Senator Frear. That is right. 

Mr. Sram. Up to the 2.7 for taxes that he has not paid to the State, 
provided that he meets certain requirements that are in the law. 

Senator Frear. I think that is really a technical thing because in 
the way in which the law is written —I am not going to argue on this 
because I am not that familiar with it, but the excise tax is 3 percent 
levied federally on the entire payroll. 

Mr. Stam. That is right. 

Senator Frear. But a credit is given up to the extent of 90 percent 
of that 3 percent no matter what the employer pays, whether it is 
1 percent, or 1.5 percent, or 2.7 percent. 

Senator Kerr. A credit on what ? 

Senator Frear. A credit on the 3 percent. 

Senator Kerr. You give me a credit on something I don’t owe, you 
don’t help me. 

Senator Frear. I do not know as this helps you. 

Senator Kerr. All I am trying to do is get the reality of the thing. 
You say aman gets a credit. 

Senator Frear. For all he pays 

Senator Kerr. Wait a minute. How does he implement that credit? 
He has not paid it. He only paid 1.5. 

Mr. Sram. He paid it to the State. 

Senator Frear. That is right. 

Senator Kerr. Now you say he gets credit in addition to that. 

Senator Frear. There is a tax levied by the Federal Government 
of 3 percent of the payroll. 

Senator Krrr. Now wait a minute, you said a while ago there 
wasn’t. 

Senator Frear. No. 

Now listen to me. 

Senator Kerr. Let me ask you this question: Does the employer 
have to pay 3 percent of his payroll to somebody, no matter what the 
State rate is? 
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Senator Frear. That is not what I said. I said a tax by the Federal 
Government to 3 percent of the payroll is levied. 

Senator Kerr. How do you keep from paying it if it is levied? 

Senator Frear. Because he takes 2.7 off of that as a credit. 

Senator Cartson. Mr. Chairman, | do not think I might be helpful 
but I have had a little experience with this. 

Senator Kerr. | have hada little and that is the trouble. 

Senator Carison. I am sure the Senator from Oklahoma knows in 
our State we have a merit rating and we have some firms in our State 
that pay less than 1 percent and some that pay the full maximum of 
2.7 inour State. It is all paid into the State funds and the distribution 
is made by these companies when the unemployment arises from these 
companies. 

Senator Kerr. The disbursements are not made by these companies 
if they pay it into the fund. 

Senator Cartson. They pay in on a merit-rating basis. 

Senator Kerr. Now let us take an example. 

The company has a merit rating. 

Senator Cartson. Yes. 

Senator Kerr. And its rate is 1 percent. Now it writes a check for 
1 percent of its payroll to the State unemployment fund; is that what 
it does ? 

Senator Cartson. Yes, it does. 

Senator Kerr. Does it have any further liability in connection with 
that tax? 

Senator Cartson. No; not after the merit rating has been set by the 
State unemployment 

Senator Kerr. What about this three-tenths of 1 percent excise 4 

Senator Cartson. We have some companies in Kansas paying $ 

Senator Kerr. We are not talking about that. 

Senator Cartson. They all go into the fund. 

Senator Kerr. I know, but can we follow this one example through. 
You offered to help me and L appreciate it. 

Senator Cartson. I do not know if I can help you or not. I said I 
didn’t know. I have had some experience with it, I will say that. 

Senator Martin. Let’s follow that through, Frank. Follow that 
right through. 

Senator Kerr. This company has a merit rating. 

Senator Carison. Yes. 

Senator Kerr. And its liability is fixed at 1 percent. 

Senator Cartson. Right. 

Senator Kerr. And it pays that to the State unemployment fund. 

Senator Cartson. That is right. 

Senator Kerr. Does that company for that period and on that pay- 
roll have further tax liability either to the State or Federal Govern- 
ment! 

Mr. Sram. I understand—— 

Senator Kerr. Wait a minute. If the Senator does not know, he is 
in the same fix Iam. 

Senator Cartson. All I do know is that the company pays it in and 
when there is unemployment in this particular plant the Unemploy- 
ment Compensation Commission in Kansas determines the unemploy- 
ment and pays them on the basis of weeks and dollars per week out of 
the general fund, not this particular company’s fund. 








™~ 


eS Pee ee eee 











UNEMPLOYMENT COMPENSATION 143 


Senator Kerr. But | am trying to determine that company’s liabil- 
ity at the time it pays that 1 percent. Do you know‘ 

Mr. Hix. Let me start from the beginning. 

Senator Kerr. Don’t do that. Mr. Stam has volunteered to answer 
the question and Senator Martin from Pennsylvania and I will ap- 
preciate it. ons 

The Cuairman. Is Mr. Stam going to start at the beginning, too? 

I would suggest that Mr. Hill be permitted to testify and answer 
the question. 

Mr. Stam. Do you want me to answer or not ? 

The Cuamman. Mr. Hill has specialized in this. 

Senator Kerr. If one starts at the beginning I am going to be at 
some loss and if they both start at the beginning—— 

Mr. Hinz. Let me start at this point, Senator. The statement that 
I think we should begin with and the thing you have to keep 1 in mind 
is this tax originally began as a Federal tax, and it is a 3-percent tax 
on your payroll or on any employer's payroll. Keep in mind that is 
an obligation you owe the Federal Government. 

Then the Federal Government came along and in effect said this: 

“However, even though you owe us the 3 percent, if your State will 
pass an unemployment compensation law and collect a tax from you 
and you pay it on time to your State, we will allow you a 90 percent 
credit against our 3 percent.” 

So your State comes along and passes an unemployment compensa- 
tion tax and they rate you on the tax at 1 percent or whatever figure 
you have to pay, and you pay it. Then you are entitled to your 90 per- 
cent credit, against your 3-percent Federal tax, which reduces it to 
three-tenths of a percent. Now you have two taxes to pay. 

You — one to pay in your State regardless of what it may be, 
whether it is 2.7, one-tenth or whatever your rate may be. That 
takes care ve your obligation to the State. “Then at the Federal level 
you have a 3-percent tax, which is subject now to your credit of 90 
percent for — having paid your State tax, and so it is reduced to 
three-tenths of a percent, and you pay your tax to each sovereign. 
In other words, the Federal Government gets their money and the 
State gets theirs. 

Now the State in turn sends their money here to Washington to be 
deposited into a trust fund out of which benefits are paid, but you 
do pay to each of the two sovereigns. 

Senator Kerr. You know that is what I thought. Now then since 
we both think that, can you just answer the question very simply. If 
that company has a credit rating that entitles it to a 1 percent rate 
it pays 1 percent to the State, does it not / 

Mr. Hitx. That is right. 

Senator Kerr. Does it have to write any other check to any other 
receiver of taxes in addition to that ? 

Mr. Hitt. Yes, once a year it must write a check to the Federal 
Government for the three-tenths of a percent. 

Senator Kerr. Three-tenths of 1 percent. 

Mr. Hini. That is right. 

Senator Kerr. So that then that company for that year has paid a 
total of 1.3 


Mr. Hitw. Yes, sit 
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Senator Kerr. Now regardless of credits it gets or does not get or 
interest it pays on those credits or does not pay, then its total tax 
liability under this law for that year was 1.3, and it has paid it and 
it is discharged and there is no retroactive collection from it for that 

ear ¢ 

Mr. Hit. That is right, assuming of course that it is paid on time. 

Of course, if it is late, there may be penalties. 

Senator Kerr. There would be a penalty for delay and not addi- 
tional tax. 

Mr. Hitz. That is right. 

Senator Kerr. Thank you very much. 

Senator Frear says that is what I told you. 

Senator WituiaMs. Frankly, I think he did. 

The Cuarrman. With regard to the percentage the States are pay- 
ing, I think my statement was correct on an average basis. There are 
only two States that pay as much as 2.7 percent, or rather one State, 
Pennsylvania, and Alaska. The average of all of them is something 
like 1% percent. My statement was correct. I think Senator Kerr 
was looking at the maximum column— 

Mr. Hitz. That is right. 

The CHarman. We all recognize that it is variable according to 
the unemployment record, so at this point I want to insert in the 
record a statement of the average percentages prepared by Mr. Stam 
for the year 1957. (See table 12, p. 50.) 

Are there any further questions of Mr. Hill / 

Senator Frear. I want to say, Mr. Chairman, that I think he has 
very comprehensive knowledge of the subject and I gather he is a 
member of the junior chamber of commerce so we do have something 
incommon. We are both juniors. 

Senator Kerr. Yes; I want to say something, Mr. Chairman. As 
I understand these figures, and I am not trying to indulge but am just 
trying to get a picture of it myself, and I hope members of the com- 
mittee will understand that as I persist in asking questions, I am only 
trying to eliminate my own ignorance. I am not trying to do some- 
thing either to or for anybody else. 

The Chairman has talked about the average rate in the States not 
exceeding 3 percent. 

I take it that a State might have an average, for instance Michigan, 
where all employers paid an average of 2 percent, or that the average 
rate paid by all employers might be 2 percent. 

Yet there might be any number of them paying the maximum which 
is 4.5. 

The CxHarrman. The minimum is 1 percent in Michigan and the 
maximum is 4.5, 

Senator Kerr. That would mean a taxpayer with the right kind of 
merit rating as named by the Senator from Kansas might be paying 
1 percent, and at the same time a taxpayer in that State would be 
paying, another taxpayer would be paying 4.5 percent. 

The CuatrmMan. Based on their record of unemployment. 

Senator Kerr. And the only way that that State without increasing 
the maximum rate that could be paid by some taxpayers, would be 
able to increase its revenues under its present tax yields and averages 
of 2 percent would either be to reduce or stiffen the qualifications for 
a merit rating, or impose a minimum regardless of merit rating. 
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Senator Cartson. That is correct. 

The Cuairman. At that point Senator Kerr would you let Mr. Hill 
bring out one point? In Virginia when the reserves reach a certain 
point there is an automatic increase in taxes. 

Please explain that. 

Mr. Hix. Yes, sir. It is a percentage of your taxable payrolls. 
In other words, you look at the taxable payroll, which is an indication 
of what your potential income is, and when your trust fund level in 
Virginia drops below a given percentage of these taxable wages in 
the State, then the rates for employers in the State automatically go 
up a step, I think it is a quarter of a percent. 

The CHamrMan. That same percentage increase could be made effec- 
tive in the event that you want the total amount of income increased. 

Mr. Hitt. Yes. 

The CHarrMan. So there is no great problem in that respect. 

Mr. Hitt. No, and it ismy impression that that provision is in most 
State laws. 

Senator Kerr. Now if I may ask one more question at this point of 
our own staff. 

Senator Martin. Bob, if I might clear up one thing here, as I under- 
stand it, that would be a percentage increase on those that have a merit 
wane. 

Say the merit rating is one and some other might have 2. 

Mr. Hunn. That is right. 

Senator Martin. It would be on that. All right, thank you. 

The CuarrmMan. The same applies. 

Senator Kerr. Now, Mr. Stam, I would like to ask you this question. 
Let’s say that this company we started out with here had a merit rating 
that let it pay 1 percent to the State fund and then it pay threee-tenths 
of 1 percent to the Federal fund, which makes a total of 1.3 tax it has 
paid on the amount of its payroll. 

That is a deductible item against that company’s Federal tax lability 
under the income-tax laws. 

Mr. Stam. That is tax deductible. 

Senator Kerr. It is deductible; is that correct ? 

Mr. Stam. That is right. 

Senator Kerr. Then if by State legislative action that company 

was required to double the amount that it paid, which would mean it 
would still pay 1.3 to the Federal Government and 2.3 to the employ- 
ment fund in the State, would not the total of those two amounts be 
deductible againts its Federal income-tax liability? Is that correct? 

Mr. Sram. That isr ight. 

The CHarrMAN. Excuse me, Senator. It would because it is clas- 
sified as an excise tax. 

Mr. Sram. That is right. 

The CHarrman. Just like any other business. No matter the 
amount, it is deductible. 

Senator Kerr. All excise taxes are not deductible. 

The Cuatrman. They are if they are business excise taxes. 

Senator Kerr. But regs ardless of why it is, I am just trying to estab- 
lish the fact if it is, and it seems now that that being true, L. call your 
attention to the fact that the Federal Government would pay 52 
percent. 
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The CHairMan. The same thing applies to all others. 

Senator Kerr. But if the States wanted to increase the benefits 
under their program, the Federal Government would automatically 
pay 52 percent of those benefits wouldn’t they ¢ 

Senator Frear. If they were in that tax bracket. 

The Crairman. If the company made a profit it would. If it 
did not make a profit it would not. 

Senator Kerr. If they didn’t make a profit that year they'd have it 
as a carryover item, but we are assuming that the companies employing 
people are either going to make a profit or are going to—or they will 
quit employing. 

And indulging the assumption that they operate at a profit, what- 
ever increase they provide in the several States in the unemploy- 
ment fund programs and benefit programs the Federal Government, 
if the taxpayers are paying Federal taxes as corporations would auto- 
matically pay 52 percent of it, and the employers are unincorporated, 
the Federal Government pays whatever the percent the highest bracket 
of income tax that employer is currently paying from. 

The CHarrMaAn. Mr. Stam, isn’t it true of all State taxes? It is 
true of any State tax. It is deductible from Federal income tax. 

Senator WiuiaMs. If the Senator will yield, I think his statement 
is correct except that if this is a smal corporation which does not hit 
the 52 percent bracket it would be deductible for only 30 percent. 

Senator Kerr. But the Federal Government would automatically 
pay whatever percent the taxpayer—what the top of his Federal tax 
was to the Federal Government. 

Senator Wituiams. That is right, but it is not just 52 percent. 

Senator Kerr. So if the program is left as it now is and additional 
benefits are provided by the States, Uncle Sam is paying his part of 
itanyway. Thatis whatI was trying to get over. 

The Cuarman. That isa good point. 

Senator Douglas. 

Senator Doveras. Have the others finished, Mr. Chairman ? 

Senator Marrin. I haven’t any questions although I just want to 
cimapiment the witness on his understanding of this whole program. 

Mr. Chairman, if I might make this observation, there is a great 
deal of criticism of this program out over the Nation and a lot of 
people take advantage of it and won’t work, but the real purpose of 
this was to keep up the dignity of being employed by some concern in 
gainful employment, and it is really in a way mutual insurance, al- 
though the employer pays the entire premiums as we might term it, 
but it is really a mutual insurance and it is really a part of a man’s 
wages. 

I want to bring that out, Mr. Chairman, because there is a great deal 
of criticism on it. 

The plan is to make employment as dignified as it is possible to 
make it here in the United States. 

That is all I have. 

The CuarrMan. Senator Williams? 

Senator WixuiAMs. I have no questions. I merely want to join the 
Senator from Pennsylvania in what he has said. 

The CuatrmMan. Senator Douglas. 

Senator Doveras. Mr. Hill, we appreciate your courtesy in coming. 
Parenthetically, I might say that we of the North who have studied 
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the records of the Civil War have great respect for Gen. A. P. Hill, 
who was one one of Robert E. Lee’s most competent and efficient 
generals, 

I wondered if you were related to A. P. Hill? 

Mr. Hitt. I am sorry that I cannot claim it. I wish that I could. 

Senator Doveias. He was a great general. 

Now, did I understand you to say—— 

Senator Martin. If I may interrupt the distinguished Senator from 
Illinois, there were several distinguished soldiers in the southern 
army with the name of Hill, and there was also a very distinguished 
Senator from the State of Georgia. 

Senator Doveras. Ben Hill. 

Senator Martin. Yes, and he was also a Confederate soldier, and 
he made a statement that I think ought to be carefully read and 
studied by every American when he stood up on the Senate floor and 
warned about this growing Central Government. 

Senator Doveras. He also warned, I believe, about the growing 
power of monopoly. 

Senator Martin. Yes, but he stated this, Senator Douglas. He 
stated that he didn’t fear a monopoly of capital. He didn’t fear :« 
great organization of labor, because that could be controlled. But : 
great bureaucracy, a centralized government, there was nothing to 
contro) it and it could control the people. That is paraphrasing it 
very badly. 

Senator Dovuetas. This is an excursion into military and political 
prowess. 

If I may turn to the subject matter, did I understand you to say 
that in your judgment it would not be necessary to have a session 
of the legislature to accept this act ? 

Mr. Hi. No, sir; you didn’t hear me say that. You have a tele- 
gram, I believe, from our Governor say that it would be necessary. 

Senator Doveias. That was the point. I put into the record yes- 
terday the telegram from the Governor, who was formerly attorney 
general of Virginia, and I believe he stated that in his judgment it 
would be necessary to have a session of the legislature. 

Senator Kerr. Would the Senator yields? 

Senator Doveras. Yes. 

Senator Kerr. To which act does he refer? 

Senator Dovetas. To H. R. 12065, the one which we have before us. 

Senator Kerr. Do I get from that, that that is the only bill which, 
if enacted, would require a session of the State legislature? 

Senator Doveras. Not, not necessarily at all. The bill before us is 
H. R. 12065. 

Senator Kerr. There are a number of amendments before us. 

Senator Dove.as. I understand that. I am referring to the bill as 
passed by the House. 

Senator Kerr. I wonder if the statement would be equally appli- 
cable with reference to any of the amendments and, if so, which? 

Senator Doveias. We haven't scrutinized all of the amendments, 
but I addressed my inquiry concerning H. R. 12065 to the 48 gover- 
nors and to the Secretary of Labor, who testified yesterday. 

And, of course, Governor Almond, in his telegram, also stated: 


~~ & 


At the present time I have no intention of asking for the repayable advance 
Federal funds proposed. 
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Now, Mr. Hill, the staff of the committee has prepared a very valu- 
able comparative tabulation of the various State laws, and they have 
also assembled a collection of State statistics, and I wondered if the 
committee would be kind enough to furnish you with a copy. 

While you are receiving this copy, may I compliment the staff on 
the accuracy and speed with which they completed this work. I think 
it is really a very notable achievement, and Mr. Stam and his asso- 
ciates and assistants deserve a great deal of credit. 

Now, Mr. Hill, if you will refer to the third paste-in sheet at page 
10—— 

Senator Kerr. To the third what ? 

Senator Doveras. The third paste-in sheet opposite page 10—the 
first such sheet is entitled “Part V’—you will find there columns list- 
ing the minimum and maximum weeks of benefits under the State 
laws. 

Do you find that? Minimum and maximum weeks of benefits under 
State laws? 

Mr. Hix. Yes. 

Senator Doueuas. If you will run down the column, you will find 
the listing of Virginia. . 

Senator Kerr. To which column do you refer, Senator, may I ask? 

Senator Dovetas. To the last column, “Weeks of benefits for total 
unemployment,” the last two columns, minimum and maximum. Vir- 
ginia is the fourth State listed. 

Now, am I correct in saying that the minimum weeks of benefits in 
Virginia are 8 and the maximum 18, Mr. Hill? 

Mr. Hix. Yes, sir. 

The Cuarrman. Senator Douglas, will you pardon me? Were some 
amendments adopted by the Virginia General Assembly in March? 

Mr. Hu. No; this is correct. 

Senator Douaetas. Is that an accurate statement of present condi- 
tions ? 

Mr. Huu. Yes, sir. 

Senator Doueias. Now if you will go over the other sheets, I think 
you will find—and if I am in error I hope you will correct me—that 
there are only two States in the Union that have as low a provision 
for the duration of benefits as Virginia, these two States being Florida 
and Arkansas, Florida for 16 weeks and Arkansas with 18. 

Senator Wittiams. If the Senator will yield, I think if you will 
look at Texas, you will find Texas is lower than Virginia. 

The Cuatrman. I think Mr. Hill should also give the average. 

Senator Doveias. Texas has a maximum of 24, whereas Virginia 
has a maximum of only 18, so that I would not say that Texas’ law 
was lower than Virginia’s. 

The CuarrMan. Since he has singled out Virginia, I would like the 
witness to give the averages for the States. 

Senator WiuitaMs. I was looking at the wrong column. 

Mr. Hitz. I don’t see that figure. 

Senator Douc.ias. There are only two States with lower durations 
than Virginia, and therefore, since there are 48 States, Virginia is 
appreciably below the national average. 

The CHatrMAn. What is the point ? 

Senator Dovetas. I am not casting aspersions on the Old Dominion, 
but these are simple facts. 
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The CuHairman. Has that got anything to do with this bill? 

Senator Doves. Yes, sir; I believe it does, because it refers to 
the question as to the degree to which the States will move by them- 
selves to provide adequate standards. 

Senator Kerr. Would the Senator yield for a question ? 

Senator Dovevas. I'll be glad to. I thought Mr. Hill was the wit- 
ness, but I should be very glad to be the witness if necessary. Go ahead, 
Senator. 

Senator Kerr. Since there seems to be a reluctance on the part of 
the Senator 

Senator Dovetas. No, there is no reluctance whatsoever. Please 
go ahead. 

Senator Kerr. Would the Senator indicate that he would take the 
position that if a State met a certain standard, it would have the right 
to resolve this or any other question pertinent to its sovereignty as it 
saw fit, but that if it didin’t meet a certain standard, it would thereby 
be denied the right to make its own decision ? 

Or, in other words, would the Senator limit the right of the State 
to be a State provided it met a certain minimum prescribed by the 
Federal Government ? 

Senator Dovetas. I think there are certain question-begging terms 
in the querry of the Senator from Oklahoma. 

Senator Kerr. There is no aspersion on my part to the Senator’s 
attitude. Iam trying to inform my self. 

Senator Doveras. All I am tr ying to determine is the factual situa- 
tion of the State laws, using Mr. Hill’s State of Vi irginia as one ex- 
ample, because it is claimed “sincerely by many people that if we just 
leave this question up to the States, they can handle the matter 
without Federal action. 

I think my questions are proper and certainly courteously phrased 
and courteously intended. 

Senator Kerr. There is no discourtesy intended on my part. I 
was just trying to ascertain the attitude of the Senator as to whether 
or not he thought the State’s right to use its right would be limited 
to— 

Senator Doves. It will become manifest in due course. 

Now, Mr. Hill, I wonder if you would be good enough to turn to 
table 5 of this pamphlet. 

Pardon me, if you will first turn to table 3, I think that will be 
better. Then we shall turn to table 5. 

In table 3, we have the number of claimants exhausting wage 
credits, not merely in April of 1958, but January to April of 1958, 
inclusive, and again I want to congratulate the staff on the speed with 
which they have prepared this material. 

And the fourth column down lists the total under January to April, 
the total for the country, as 712,645. 

Am I correct that the Virginia figure is given as 16,254? 

Mr. Hitz. That is the figure given. 

Senator Dovetas. Do you think that is approximately correct from 
your knowledge of the Virginia figures ? 

Mr. Hinw. Frankly, I have no know ledge of what the exhaustion 

rates are. 

The Cuarman. Which table is that, Senator ? 
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Senator Dovetas. Table 3, Mr. Chairman. So that in Virginia to 
date, 16,254 people in the first 4 months of this year have exhausted 
their claims for benefits ¢ 

The CuarrmMan. Will the Senator read a few of the other States 
out, too ? 

Senator Dovc.as. Ill be glad to. They are all there. I don’t want 
to duplicate it. 

Senator Kerr. Will you read the figures for Illinois? 

Senator Dovetas. Certainly. Illinois, 37,109. 

Senator Kerr. And the percentage change ? 

Senator Dovenas. The percentage change in Virginia was 1002 
percent above the corresponding figure for the preceding year. 

Senator Kerr. And Illinois? 

Senator Doveias. And in Illinois 

Senator Kerr. 110 percent ? 

Senator Dovetas. I have the figure. 53.3 percent, I think is correct. 

Senator Kerr. I thought you said the percentage change from 
March of 1958? 

Senator Dovetas. No, I have been pointing out the figures for the 
first 4 months of 1958. The percentage change is from January to 
April of 1957, the same 4 months of the preceding year. 

The Cuarrman. What is the figure you read on Virginia? I think 
it was an injustice to Virginia? Let us have it clearly stated and then 
put in the others on the same basis. 

What was the figure you read as to the increase in Virginia? That 
is in what column ¢ 

Senator Kerr. That was in the fourth column. 

Senator Dovetas. The fourth column shows 16,254 exhaustions. 

The Cuarrman. And the percentage rise ? 

Senator Doveras. In the first 4 months of this year? 

The Cuarrman. Don’t you think you had better read New Jersey; 
that had 43,588 ¢ 

Senator Dovetas. Of course, this is a national problem. 

The CuarrMan. And you had better read Mic higan. 

Senator Doveras. I'll be glad to. 

The CHarrMan. 56,000. 

Senator Doveras. New Jersey is 43,586, Pennsylvania is 44,366, 
Michigan 56,747. 

This is a nationwide problem, but it is also a problem that affects 
Virginia, the State from which our witness, Mr. Hill, comes, as well 
as other States. 

The CHarrmaN. Isn't it a fact that Virginia is probably lower than 
the majority of those States? 

Senator Dovetas. I think the percentage of unemployment is lower 
in Virginia than in most States. But all I am trying to bring out is 
that there have been an appreciable number of exhaustions, and if you 
will look at the first column, you will find there were 6,237 exhaustions 
for the single month of April. 

Senator Frear. I assume you are not excluding Delaware for any 
particular reason. 

Senator Doveras. Delaware is ably represented here by two Sen- 
ators, but we would not expect because of its size that the absolute 
number would be very great. 

Senator Frear. Percentages mean something, though. 
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Senator WitLiAms. Percentagewise, we are doing a little better. 

Mr. Hitz. Senator Douglas, if I might, before we turn, let me 
make one statement with respect to the exhaustions, our exhaustees, 
as we call them. 

No matter what the figure may be in any given State, it does not 
necessarily represent the particular unemployment problem of those 
people, for this reason: The exh: iustees in a given State may be made 
up of an entirely different type of people in one State than in another. 

Senator Kerr. You mean the classification of employees ? 

Mr. Hit... A different type of worker. 

Senator Kerr. Not a different type of person ¢ 

Mr. Hityt. A different category. For instance, to give you an ex- 
ample, in Virginia we perennially have a number of exhaustees who 
are seasonal workers. They work in a given seasonal occupation 
each year and at the cose of that season they do not return to it until 
the season reopens, and those people almost invariably exhaust their 
benefits. We have a number of secondary wage earners in that cate- 
gory, Wives that work in these industries. 

Senator Kerr. Wives who get their status through employment 
and not asa wife / 

Mr. Hiix. That is right: yes, sir. 

Senator Kerr. I was going to say if you were talking about a wife 
temporarily unemployed as a wife and referred to the fact that her 
compensation would cease, [ was wondering whether it was as a payee 
from the compensation rolls or did the husband get into that situ- 
ation ¢ 

Senator Doveias. That is an uncovered occupation. 

Mr. Huw. The point I am endeavoring to make is, I feel that Vir- 
ginia is perfectly capable of looking at its exhaustees and determining 
what type of problem we have, and certainly we have not asked for 
this temporary extension of unemploy ment. benefits. 

We have not asked for feder: alization, and I think that if there is 
anyone capable and able of determining what Virginia needs, it is 
Virginia. 

Senator Dovetas. If you will turn to table 5— 

The CHatrman. Senator, before you leave that point, would you 
object to having inserted in the rec ord the percentages of exhaustion ? 
(See table 3, p. 34.) 

You have cited Virginia. West Virginia has 144 percent com- 
pared to 100 in Virginia, 188 percent in Vermont, 160 percent in 
Ohio. 

Senator Kerr. 225 in Montana. 

The Cramman. 225 in Montana, 108 in Michigan, 129 in Florida, 
121 in Colorado. 

Senator Kerr. 116 in Connecticut. 

The CHamman,. 116 in Connecticut, 106 in California, 112 in Alas- 
ka, and others approach the figure of Virginia. 

I would appreciate it if when the Senator speaks of Virginia he 
should give the entire picture. 

Senator Doueias. Mr. Chairman, there is no opprobrium attached 
to a State that has a large percentage of unemployment. It creates 
a problem whether they are seasonal workers or in other occupations, 
and it may well be that the problem is more acute in other States. 
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I merely wanted to bring out that to date 16,000 people have ex- 
hausted claims this year in Virginia, over 6,000 in the last month, and 
that this is a real problem in Virginia which cannot be swept under the 
table any more than it can be sw ept under the table in any other State, 

The Cuarrman. But in Virginia it is much less. 

Senator Dovetas. I would gr ant, Mr. Chairman, that the percentage 
of unemployment in Virginia is less than the countrywide average. 

I hastily reviewed a few figures in our staff data. According to 
those figures, the insured unemployment i in Virginia is approximately 
4.3 percent of covered employment now, and this is well below the 
nationwide average. I am very glad to have that made part of the 
record, 

Now, if we may turn to table 5, table 5 gives not merely the number 
of claimants exhausting wage credits both in the calendar years 1956 
and 1957, but the average duration of their benefits. If you will turn 
to the second column under the columns dealing with 1957, you will 
find that, on the average in the country as a whole, those who had ex- 
hausted their claims for benefits had drawn those benefits for 20.5 

weeks, or 2014 weeks. 

Now, if you will go down the list to Virginia, = will find that the 
average duration of benefits in Vi irginia was only 13.3 weeks. 

Senator Wiu1AMs. What table is that ? 

Senator Dovetas. I am on table 5. 

Senator Kerr. Is that 1956 or 1957? 

Senator Dove.as. That is 1957, sir. I made a very hasty inspection 
of the table. I find only two States—if I am in error, please correct 
me—where the duration of benefits was less than Virginia, those two 
States being Wyoming with 13.2 weeks, and Florida with 13.1 weeks. 

Senator Kerr. What did you find that Iowa had? 

Senator Doveras. I beg your pardon 

Senator Kerr. Don’t beg my pardon. Address it to the Senator 
from Virginia. 

Senator Doveras. I don’t think I have to beg anybody’s pardon. 

Senator Kerr. Then don’t do it. 

Senator Dovetas. I was doing that as a matter of politeness rather 
than as an apology for any sin or error. 

Senator Kerr. Then I understand that begging of pardon is not 
an apology. When you beg a person’s pardon, you are not offering an 
apology. 

Senator Doveias. I am conforming to the standards of politeness. 

Senator Kerr. Whose? 

Senator Doveias. The standards which the Senator from Oklahoma 
so frequently exhibits. 

Senator Kerr. I want to say to my dear friend that when I beg his 
pardon, I am offering an apology. 

Senator Dovetas. This appears to be getting into a personal alter- 
cation. I donot intend itassuch. I merely hastily ran my eye down 
the column. I saw two States with lower durations of eligibility than 
Virginia and mentioned them and said that if there was another State 
which had less duration of eligibility, I would be very glad to correct 
it. And the Senator from Oklahoma, with his usual quick eye, caught 
Iowa at 12.7, which I with my slower eyes had not caught. I am very 
glad indeed to have that added. 
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Then I would say that subject to further correction, Virginia is 1 of 
the 4 States in the Union with the shortest duration of benefits in 1957 
for those who have exhausted their claims to benefits. 

Mr. Hitz. May I say, Senator, in my understanding this is not a table 
of the eligibility duration on the average. It is a table showing the 
average number of weeks which the exhaustees 

Senator Doueias. That is right; it is the average weeks of benefits 
of those exhausting their wage credits. +3 

Mr. Hitz. Which may reflect on the other hand that Virginia’s ex- 
haustees may be fewer and may draw less time than they do in other 
States, not necessarily because we provide less, but maybe because we 

rovide more employment. 

Senator Dove.as. If you provide more employment for each worker 
in a given year, as I understand it under the rating laws, there would 
be quite a longer period of benefits for him next year. 

Well, at the risk of becoming still more unpopular, I would next ask 
this. The correct reference is in table 12. (See p. 50.) 

Senator Kerr. What table? 

Senator Dovetas. Table 12. Now in the next to the last column the 
average 1957 actual employer tax rates, in terms of percentages of tax 
base, is given by States. That figure in the State of Virginia is given 
as 0.5 percent or 14 of 1 percent. Do you think, Mr. Hill, that that is 
substantially accurate ? 

Mr. Hit. Yes, sir; I think that it is. 

Senator Dove.as. The average for the country as a whole I think 
was given by Secretary Mitchell as approximately 1.3 percent, so that 
the average rate in Virginia is just about two-fifths of the average 
rate for the country as a whole. 

The CHamman. Will the Senator mention those States with rates 
lower than Virginia? 

Senator Dovetas. According to the figures in the table which I 
have referred to, only Iowa and Colorado have as low an average 
rate of assessment as Virginia, each of those States having one-half 
of 1 percent. 

The Cuatrman. Isn’t that, Mr. Hill, the result of the unemploy- 
ment situation in Virginia? 

Mr. Hinx. Yes, sir. 

The Carman. Does the Senator from Illinois criticize Virginia 
for not having more unemployment ? 

Senator Doucias. I would merely say that this may be one factor, 
but another factor is also low duration of benefits, abbreviated dura- 
tion of benefits. 

The Carman. Would the Senator object to inserting in the record 
the unemployment in Virginia as compared to other States? 

Senator Dovetas. Not at all. 

The Crarrman. I think he will find out that the unemployment 
in Virginia, by reason of the fact that we have a great diversity of 
industrial development, is much less than the average. 

Senator Doveras. I think that is true. 

The Cuatrman. The Senator from Illinois, to be fair, should give 
the whole picture. 

Senator Doveas. I will be delighted. 

The CHarman. If he is gong to make a Virginia guinea pig here 
let’s give the whole thing. 
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The Senator from Illinois seems to be trying to make it appear 
there is something bad about Virginia having less une mployment than 
other States. 

Senator Doveias. No; I do not think that at all, Mr. Chairman, 
I am merely saying that the average rate of assessment is determined 
not merely by the amount of unemployment— 


The Cuairman. That is the main factor; isn’t it / 

Senator Dovetas. May I finish? 

The Cuatrman. Isn’t that the main factor ? 

Senator Dove.as. It is only one factor. 

The CuairMan. It is the main factor. 

Senator Doveras. Other factors are the scale of benefits and the 
duration of benefits. These help to determine the average rate of 
assessments. 

If we come to the scale of benefits, we shall find, I think in table 10, 
that the average weekly wages in Virginia were $66.22, the average 
weekly benefits for the first 3 months of 1958 were $23.46, and in mak- 
ing a very hasty computation I would say this amounts to about 75 
percent of the country’s average benefits. And these Virginia bene- 
fits—like those in many other States—amount to only about 35 percent 
of that State’s average weekly wages. 

The Cuarrman. What is the next on Virginia ? 

Senator Dovetas. That is all. 

Oh, Mr. Chairman, before I finish, may I say that I have now 
received replies to my telegram from the governors of eight more 
States.. The governors of six States, namely, Connecticut, Maine, 
Missouri, New Hampshire, South Carolina, and Wisconsin reply that 
for them to accept the bill in question would require State legislative 
action. 

The governors of two States, Iowa and Pennsylvania, are in doubt. 
The cumulative box score to date therefore is that out of 28 replies 
from the States, 2 governors say that they could accept the provisions 
of H. R. 12065 without legislative action, 20 say that legislative action 
would be required, and 4 state that amendment to the constitution 
would be required or that constitutional questions are raised by the 
problem. 

Senator Bennerr. May I interrupt the Senator? Is Utah 1 of those 
4 States? 

Senator Dovetas. Yes; the Governor of Utah replied that the 
inquiry poses possible constitutional questions. 

Senator Bennett. Yes. It is not a question of constitutional amend- 
ments. The fact is the Utah attorney general is not in the State, and 
the answer was given to you to indicate doubt. 

Senator Dovetas. As I was about to say, three other States indicate 
doubt. 

Senator Bennerr. Utah belongs in that group. 

Senator Dovenas. Yes; that is right. 
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Now the two Territories, Hawaii and Alaska, the governors of both 
those Territories report that legislative action would be needed. 

Thank you, Mr. Chairman. 

The CHatrman. With the permission of the Senator from IIli- 
nois—— 

Senator Douaias. Excuse me. 

May I ask permission to file the text of the additional telegrams 
which I have received ? 

(The telegrams referred to are as follows :) 


MApIsSoN, Wis., May 13, 1958. 
Hon. Pau H. Dovuetas, 
United States Senate, 
Senate Office Building, Washington, D. C.: 

Reurtel for several months I have, as Governor of Wisconsin, checked closely 
on our employment and unemployment compensation situation, for State 
purposes. 

During recent weeks various uncertainties as to the pending Federal unemploy- 
ment compensation bills necessarily deferred more active consideration of possible 
State legislation in this field. As you know, most States have substantial re- 
serves to support any needed State action. Others could secure substantial 
Federal advances under existing law. 

The pending Federal unemployment compensation measure, H. R. 12065, as 
passed by the House, seems well designed, if promptly enacted by the Senate, 
to encourage any needed State action either to finance an equivalent State 
extension of jobless benefits from existing State reserves or to permit the 
specified Federal benefits to be paid and later repaid from higher Federal unem- 
ployment tax collections. 

The probable need for a brief legislative session is under active consideration 
here, pending Senate action on H. R. 12065. 

VERNON W. THOMSON, 
Governor, State of Wisconsin. 


HARTFORD, Conn., May 13, 1958. 
Hon. Paut H. DouG.as, 
United States Senate, 
Washington, D.C.: 

Attorney General John J. Bracken, State’s chief legal officer, advises “Section 
8081D of the 1955 supplement to the general statutes authorizes the administrator 
of the unemployment compensation fund to enter into an agreement with the 
United States to pay benefits provided under the laws of the United States 
out of funds supplied by the United States. Accordingly, agreements have been 
entered into for the payment of benefits not provided under the Connecticut act, 
to Federal employees and veterans of the Korean war. 

“Under H. R. 12065, however, the United States does not propose to supply 
but rather to loan funds to the State for the payment of benefits provided under 
the laws of the United States (see Congressional Record, May 1, 1958, p. 7079). 
It would appear, therefore, that the administrator has no present authority to 
enter into an agreement for the payment of benefits provided under H. R. 12065. 

“It is therefore our conclusion that under existing State statutes, neither you 
as governor nor the administrator of the unemployment compensation fund have 
authority to request Federal funds in the nature of a loan, in accordance with 
the provisions of H. R. 12065.” 

ABE RIBICOFF, 
Governor of Connecticut, 
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May 8, 1958. 
Hon. Paur H. Dove.as, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Dovetas: I appreciate very much your solicitation of our 
position with respect to the possibility of accepting an advance of Federal money 
for purposes of extended payments of unemployment compensation. 

In the earlier stages of consideration of this legislation, I advised the Iowa 
delegation that it would probably not be possible for Iowa to accept such funds, 
1 also indicated my approval of title I of H. R. 12065 as it was originally intro- 
duced. Quite frankly, Iowa has quite adequate funds for the payment of unem- 
ployment compensation, but the obstacle arises from limitations imposed by 
State law. In my opinion, there is not the slightest chance that the predomi- 
nantly rural, Republican legislature would alter this law, even if a special 
session were called for the purpose of enacting such changes in our unemploy- 
ment statutes. 

On receipt of your telegram I requested the Employment Security Commission 
to provide me with a statement in answer to the questions raised in your wire, 
I am enclosing a copy of their reply to me. This written opinion bears out the 
earlier view I expressed to the Iowa delegation. 

If there is further information with which you would like to be provided, 
please feel free to call on me. 

Very truly yours, 
HERSCHEL C. LOVELESS, Governor. 


May 8, 1958. 
Hon. HerscHet C. LOVELESS, 
Governor, Statehouse, 
Des Moines, Towa. 

DEAR GOVERNOR LOVELESS: At the request of the Commission we are replying 
to the questions concerning H. R. 12065 contained in the telegram you received 
from Senator Douglas. 

It is our positive opinion that it would require action by the Iowa Legislature 
before an agency of this State could enter an agreement to pay benefits not now 
provided by the State law and thereby create an obligation to repay such funds 


by the State directly. 
With respect to the repayment of such funds indirectly through the Federal col- 


lection of the additonal tax on employers, it is our opinion that considerable 
doubt exists as to whether the enabling paragraph of the Iowa employment 
security law would authorize receipt of funds coupled with a requirement of re- 
payment in any manner. Due to the technical and involved nature of this qnes- 
tion we do not feel able to give an opinion that this State can agree to these 
supplementary payments with a provision for repayment unless authorizing ac- 
tion is taken by the State legislature. 
Very truly yours, 

Towa EMPLOYMENT SECURITY COMMISSION, 

Don ©. ALLEN, General Cownsel, 

N. C. Qutett, Assistant General Counsel. 


STATE OF MAINE, 
OFFICE OF THE GOVERNOR, 
Augusta, May 12, 1958. 
Hon. PAu H. Doveras, 
United States Senate, Senate Finance Committee, 
Room 109, Senate Office Building, Washington, D. C. 

DEAR SENATOR DovuGLas: This is in reply to your telegram of May 7, 1958. I 
deeply appreciate your interest and the opportunity which you have given me 
to supply the information which you request. 

I have been advised by the attorney general of Maine that I do not have the 
authority, without action by the Maine Legislature, to request the new Federal 
funds and to enter the agreements authorized by H. R. 12065. Accordingly, I 
presented the problem to the Maine Legislature, which had been convened in 
special session on May 7, 1958, together with suggested legislation which would 
have given such authority to the Maine Employment Security Commission. The 
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legislature refused to enact the suggested legislation and has adjourned. As a 
result, the State of Maine is not in a position to take advantage of the provisions 
of H. R. 12065 in the event it should become law. 

For your information, the legislature also refused to approve my recommenda- 
tions that changes be made in our State law to raise benefit levels, to extend 
the benefit period, and to extend coverage. I enclose a copy of my message to 
the special session, thinking that the section on unemployment compensation 
may be of interest to you. 

With all good wishes, I am, 

Sincerely, 
EDMUND S. MUSKIE. 


JEFFERSON City, Mo., May 13, 1958. 
Mr. PAu H. DouGLas, 
United States Senator, 
Room 109, Senate Office Building, Washington, D. C.: 

Re telegram May 7, in answer to paragraph 2 I have no such authority as 
Governor. In answer to paragraph 3, additional action by the State legislature 
would be necessary. 

JAMES T. BLAIR, Jr., 
Governor of Missouri. 


Concorp, N. H., May 18, 1958. 
Hon. Paut H. Doveétas: 

Reurtel May 8 am advised by attorney general's office that specific legislative 
authority would be required to implement H. R. 12065 in New Hampshire. While 
RSA New Hampshire, chapter 124, authorizes Governor and council to seek and 
accept Federal aid for unemployment relief and to pledge the faith and credit 
of this State to make adequate provision therefor, in opinion of attorney general 
this legislation probably cannot be interpreted to extend to unemployment com- 
pensation. Under H. R. 11679 in our view State legislation would not be required 
by virtue of section 106. 

LANE DwIneELL, Governor. 


HARRISBURG, PA., May 18, 1958, 
Hon. Pau H. DOvGLas, 
United States Senate, 
Room IVY, Senate Office Building, 
Washington, D. C.: 

The language and intent of H. R. 12065, should be stated more explicitly. 
We are now having this bill studied to determine whether we can implement it 
without legislation. It is our view, however, that litigation will be a certain 
result of the passage of the bill, unless it is amended by the Senate to make it 
mandatory by grant. We urgently need the program in Pennsylvania and urge 
consideration of such amendment. 

GEORGE M. LEADER, 
Governor of Pennsylwania. 


STATE OF SoutH CAROLINA, 
EXECUTIVE OFFICE, 
Columbia, May 12, 1958. 
Re H. R. 12065. 


Hon. Pau H. DouGas, 
United States Senate, 
Senate Office Building, Room 109, 
Washington, D.C. 
DEAR SENATOR DovuGias: Governor Timmerman has your telegram of May 7, 
with reference to the above bill now pending before the Senate Finance Committee. 
I have discussed this bill with Mr. J. Julien Bush, general counsel for the 
South Carolina Employment Security Commission, which administers the South 
Carolina unemployment compensation law. 
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Mr. Bush is of the opinion that neither the Governor nor the commission 
would have the authority, without action by the legislature, to request these 
funds or to obligate the State to repay such funds either directly or through the 
collection of an additional tax on employers. 

With best wishes to you, Iam 

Sincerely yours, 
M. T. Pirts, 
Acting Legal Assistant to Governor. 

The CuarrmMan. With the permission from the Senator from IIli- 
nois I would like to read the figures of the unemployment in Virginia, 

We have 31,314 on the unemployment rolls, whic h is 4349 percent. 
The number unemployed nationally is 3,265,729, or 7%. percent, 

In other words, the percentage of unemployment in Virginia is 
about one-half of what it is for the Nation. I hope the Senator will 
take recognition of this pertinent fact in any future statements he 
makes about Virginia. 

I think Virginia is to be commended instead of being criticized 
because we do not have unemployment such as exists in other sections 
of the country. 

Senator Dovenas. I did not criticize the State of Virginia. 

The Cuarrman. I did not understand anything you said to be 
complimentary. 

Senator Dovetas. May I say it is one of the most beautiful States 
in the Union. It has given us great statesmen in Washington, Jeffer- 
son, Madison, George Mason. 

Senator Kerr. And Harry Byrd. If the Senator from Illinois 
wants to identify Virginia’s statesmen as those who died before 1830, 
if he wants to go further than that, I am listening. 

Senator Dove.as. I am certain about those men. 

Senator Kerr. May their rest in eternity be more peaceful. 

Senator Dovetas. From here I go down to Charlottesville and climb 
the little swelling hill of Montic ello and spend an afternoon in rever- 
ence before the home of Thomas Jefferson, and then go out to where 
he is buried and look at his tombstone on which he wrote his epitaph, 
author of the Declaration of Independence and the Virginia Statute of 
Religious Freedom, founder of the University of Virginia, and the 
modesty which he displayed in not mentioning the fact. that he had 
also been a member of the Virginia Legislature, governor of Virginia, 
Minister of France, Secretary “of State, Vice President of the United 
States and President, I think is very striking, so that I reverence 
Jefference very much. He has been a great inspiration in my life, 
and I wish that people understood more fully the principles of 
Thomas Jefferson. 

The Cuamman. I suggest that the Senator study more carefully 
what Jefferson said about the r ights of the States. 

Senator Dovetas. This is a long discussion. 

The Cuamman. He made more utterances about the independent 
rights of the States than any other great statesman this country has 
ever produced, so I would advise the Senator to study particularly 
the great wisdom of Jefferson’s views on this subjec t. 

Senator Dovaras. I have studied the writings of Jefferson very 
carefully and I know he uttered these sentiments when the New Eng- 
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land Federalists were trying to put over the alien and sedition laws. 
He then defended the rights of the States with James Madison, and 
the Virginia and Kentucky resolutions were attempts to preserve the 
freedom of the individual from the arbitrary power of a central gov- 
ernment interfering with civil liberties. 

The Cuairman. The Senator would do well never to forget Jeffer- 
gon’s attitude toward Federal interference with the rights of the 
States. 

Jefferson spoke strongly time and time again against the Federal 
Government and the Supreme Court infringing upon the rights of the 
States. 

Senator Martin. Mr. Chairman, I think it would be fine if we could 
teach in the schools right now some of the things that Thomas Jeffer- 
son advocated, and, also, I think it would be a good idea to study the 
Democratic platform of 1932. 

Senator Kerr. I know that latter would help. 

Senator Dovetas. You know, it is extraordinary how the Senator 
from Pennsylvania and many other members of his party like dead 
Democrats, but they have to be dead for about 40 years before they 
admit it. 

Senator Martin. Here is Harry Byrd living and I think he is a 
great, Democrat. 

The Cuatrman. I do not ask the Senator from Illinois to express 
himself on that. Are there any further questions of Mr. Hill? 

Mr. Hill, we thank you, sir, for making a very able presentation. 

The next witness is Mr. Marion Williamson of the Employment 
Security Agency of Georgia Department of Labor. 


STATEMENT OF MARION WILLIAMSON, DIRECTOR, EMPLOYMENT 
SECURITY AGENCY, GEORGIA DEPARTMENT OF LABOR 


Mr. Witi1amson. Mr. Chairman, my name is Marion Williamson. 
I am the director of the Employment Security Agency of the State 
of Georgia. I am a past president of the Interstate Conference of 
Employment Security Agencies, but I am here as a representative of 
the Employment Security Agency of Georgia. 

I had a visit the other day with Senator Walter George’s family, 
and they learned that I was going to be before this committee today, 
and they asked that I bring the regards of the family to the committee 
and the staff. They are getting along as well as could be expected. 

As you know the Senator was wrapped up in this program in trying 
to keep a solid job-insurance program in the States. I wish to thank 
the committee for the opportunity to discuss the effect of the pro- 
posed legislation upon the Federal-State employment-security pro- 
gram, upon our workers and employers, and upon our general economy. 

Senator Kerr. I would like to ask the witness if he is addressing 
himself to H. R. 12065 in particular, or to that and any other measure; 
and if so, what ? 

Mr. Witt1amson. To the general field, Senator Kerr. 

Senator Kerr. The general field ? 
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Mr. Witu1amson. Yes, sir. 

Senator Kerr. All right. 

Mr. Wituramson. Senator Martin mentioned my beloved Senator 
Hill a while ago. To show that we still have the spirit down in 
Georgia, I would like to enclose and include as a part of the record 
an act of the general assembly made a part of this law. It says: 

The Commissioner shall * * * make every proper effort within his means to 
oppose and prevent any further action which would in his judgment tend to 
effect complete or substantial federalization of State unemployment-compensa- 
tion funds, or the State employment-security programs * * *. 

And I would like to include in the record Georgia’s record of hirings 
and separations, which shows the number of quits, discharges, and 
layoffs. 

I would also like to include the claims and payments by weeks, and 
also I would like to include the national table on turnover in the United 
States per 100 on quits and discharges and layoffs and miscellaneous 
disqualifications. 

The Coarmman. Without objection, they will be received. 

(The information referred to is as follows :) 





Z 
© 
— 
= 
= 
2 
A 
fs 
py 
a 
i) 
o 
o 
Z 
fa] 
— 
Ga 
pt 
°o 
4 
2 
i 
a 
fa 
Zi 
~ 





= 


i AOA 


MOOD OWOCANYTN @ 
Nia ad * 


yore jy 





—_ 
a 


iri OS 


OOOO rt Ri oD aon 


oD 


“Sa Ao 


09 1D 
_ 


Arevnige 7s 





ov 


PAS HN 5 05 od od 


tr oid 
WMOMABHAWOS 


ocr MONPOMDOMOR 
“ol ‘ ° 
© 


- 
os 


Arenue sr 





Vauy 


03 ied 


yoeyy 


i) Pv HPs OOO HOO I 


Aerio waondnadaad 


oD oD =H 





Areniqoy 


03 Od Ri od O53 Od Ri 


OMS WDDRBAWDDrOWS 
Anew - 





SUOFSS90I8 [BIOL 


8961 4a}40Nb 8f 


VINVILY 


‘AONIDY 


Arenuvsr 


‘(saahojdwma gol 4ad) bursnjovfnunu 





SALVuU ONIYIH 


ALIWNOGG LNAWAOTANG ‘aOav'] 40 ING 


----queurdinbe uorje0dsuely, 
~-([eol1300]9 Jd9oxe) AsoUsYyoORy 
me syonpold [ejour Areullidg 
(192] [19.103 ‘ydeons) sjonpold peje pus sjeoymie4g 
“So}IISNPUF Pes 19430 puw Zurgst[qnd ‘suyjuyid 
---=-sjonpoid pare pus sede 
soinjxg pus sinjyamy 
sonpoad 9113x9} peystuy 19430 pu joreddy 
sjonpold [[JUl et1x9,, 
sjonpoid peipury puv pooy 

Sd] 1JSNpPUy pejoe[9g 

“--gpoos sfqeinpuoN 

spoos sfqeuind 

Zu INousnue py 


Amjsnpu] 


UL $aID4 LAQOULN} L0QD'T 


WLUVdaq] Vipuogr) 








UNEMPLOYMENT COMPENSATION 


N 
co 
rm 


‘ 
‘ 








= | | SESE 
| | Beez 

——, — 

(s) 1 ¢°8 (2) 
I 121 a 
tT | Fe 0) 
z" |e" 9° 
£1 | 6° c 
z | 9° g° 
0% |Z +" 
8° | 271 z" 
9 |b ¢° 
LZ LT ¢" 

| 
"I | O'r | o'r r 
6% 19% | 09 i 
¥é | 6°T 12° | 60 
yorepy | Arenaqeg!| Azenues | yore 
| | | 
spose] | 


= te toe 8 8 
~ ~EQoocr 
S66 O15 SS 


“IQGBLIBAB JOU WOIPBULIOJUT ¢ 
"GO'0 UBY} SSI] ; 


~-MON OM 


“> 





CNN 


5.8-. 
6.1.. 


| Areniqagq| Arenues 


| 
| | 


6.2... 
6.1. 


(e) 


qoeyy 


6.1. 





Ss 6. 8 2) 2 ead 
NID oD Ie H vt 
seooce 

‘sABid 


‘sfo} ‘sdouwl pus surooiq 





|g: L° () |1+ 126 
Be ¢ 1% 9°T | L%2 
Z |  @) o'l } 1 19°¢ 
9° | 6'T £ 7% | PT ite 
| oT ies ce 19% ; 0€ 
| 3'T a | rz 6% | 6% 
| 9° 1 1'T cP bz Lt 
| OT | 9°T rz 9° le 
138 1c 8°¢ 1°s z’9 
me | oT eb |e Lt 
ry 11% 0+ ; ee | 8 
. | 2° 09 1+ | O°2 
jet | 0’ | o's | 9°¢ 
| Areniqeg| Arenuers | yomyy | Areniqog 
| 








sosieyosiqy 


sziny suolzeredes [840], 





SHLVU NOILVUVdaSs 





ZupANOVjNUBUL Vsoy} SB YONs suIy snoou 


Arenues 





OD & 6 1D | © & & & & & *- ~*~ 
aS 5 SASH | 
SSSesee SSSSS=S=S5 





emof ‘stjoued ‘sued 
aS] SepNpoxy |; 





~-queurdinbe uo1yeyodsuBiy, 
“== (7Bop1}09]9 Jdeo0xe) AroUTQOR IY 
sjonpoid our AIBUITIg 






“(19Z1[1}.19) Jda0xe) sjonpoid pore pue sjeoyu1eyO 


S8LIJSNpU! pei]]e 18430 pue Zurystjqnd suyuid 
“sjonpoid pale pus sodeg 
~-""seingxy pue singing 

“---sgonpoid 9[1}x0} peystuy Jeyqjo pus fereddy 

““sjonpold [[yar af}7xe,, 
---sjonpoid polipury pue poog 
:SeLJISNPU! popojeg 
“--spoo3 o[qBinpuoN 
~--"spoos oiqeing 
r ZULIM RNAV] 





Notes on claims and payments—State 


Initial claims 


UNEMPLOYMENT 
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Item JI 


New claims (ineluded above) 


Ist payments 
Final payments 


COMPENSATION 


FE 


3, 297 
2, 731 
2, 190 
1, 146 


Veteran i 


163 


of Georgia, July 1, 1957—-Apr. 30, 1958 


Total 


6, 493 
4, 254 
3, 936 
1, 140 


Insured unemployment, State of Georgia, year 1958 


| ; 
| 


Percent insured un- | 
employment 


| Feb. 
| Mar. 
| Mar. 
| Mar. 
__| Mar. 


= Apr. 


__| Mg ay 


{Excerpt, p. 27, 


Jan. 
Jan. 
| Jan. 
| Jan, 


' 
| 
Insured unemployment | 


Week ending | | | 
date FE | Both 


4, 1958 
11, 1958 
18, 1958 
25, 1958 | 

1, 1958 

8, 1958 
15, 1958 
22, 1958 | 

1, 1958 | 

8, 1958 | 
15, 1958 | 
22, 1958 
29, 1958 | 

5, 1958 
12, 1958 | 
19, 1958 
26, 1958 | 

3, 1958 


2, 771 1,147 
, 780 | 1,147 | 

5, 477 1, 122 

: ~ | 1, 096 
2, 672 1,098 | 

3, 010 | 1, 079 
3,613 | 1,099 | 
5, 806 | 1, 094 | 
, 370 | 1, 040 | 
5, 209 | 1, 023 | 

1,013 

972 

918 
899 | 
890 | 

876 

847 

817 


43, 918 
48, 927 
46, 599 
45, 042 
43,770 | 
, O89 
4,712 | 
5, 900 


Feb. 
Feb. 


Feb. 





Mar. 
Apr. 


Apr. 
Apr. 


Department of Labor] 


Veteran | 


1, 403 | 
I, 478 
1, 507 | 
1, 600 

1, 667 | 
1, 734 | 
1, 787 | 
1, 852 
1, 923 
1, 949 | 
1, 964 | 
2, 052 
2, 005 
2, 054 
2,075 | 
2,108 | 
2, 055 
1, 988 | 


| 





Grand 


} 


total 


45, 321 


247, 203 
193, 434 

113, 701 
34, 488 


Grand total 


includes par- 
tial unem- 
ployment as 


indicated below 


MMe oc cman 


48, 106 | 
46, 642 | 
45, 437 
45, 823 
46, 499 
48, 752 
50, 333 


49,181 | 


49, 020 
50, 264 | 
50, 908 | 
51, 029 | 
54, 172 | 

55, 906 | 
55, 111 | 
56, 597 og 





TABLE B-1.—Labor turnover rates in manufacturing 
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TaBLeE B-1.—Labor turnover rates in manufacturing—Continued 
QUITS 
{Per 100 employees] 
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Note.—Data for the current month are preliminary. 


Disqualifications by issue, 1957—53 States? 





| | 

| Voluntary | Miscon- | Not able Refusal of 
Period | Total? quit duct } and not suitable 
| available work 
| 


January to March 1957 388, 958 119, 778 43, 099 165, 356 
BS UO ND td. 3 ob xvicnoccocnchecundad 375, 524 106, 833 | 39, 385 165, 040 
July to September 1957 | 395,810} = 111, 717 | 38,160 | 173, 492 | 
October to December, 1957_............._.-| 399, 764 | 124, 530 | 42, 466 170, 354 


Total for year , 560, 0: 462,858 | 163,110} 674,242 


} 


! Includes Puerto Rico, Virgin Islands, District of Columbia, Alaska, and Hawaii. 

2 In addition to the 4 issues shown, also includes miscellaneous disqualifications which do not apply in all 
States. Excludes labor-dispute disqualifications. 

’ Total includes 192,134 miscellaneous disqualifications. 
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Mr. Wiii1Amson. My concern is the preservation of a job insurance 
program based on insurance principles, with a proper balance be- 
tween earnings and the amount and duration of benefits; a program 
adjusted and adjustable to conditions in the individual States; a pro- 
gram free from uniform and crippling Federal standards; and a 
program unaffected by relief needs. 

The proposal that we arbitrarily pay benefits for an extended pe- 
riod because the workers need the money, and distribution of the 
funds would stimulate business, would, if accepted, result in the use 
of the unemployment tax funds for relief purposes. This would 
antagonize the employers and confuse the workers, who now under- 
stand that the amount and duration of benefits are based on and 
related to earnings. 

In urging upon you the desirability of preserving the insurance 
principle, basic to our present system, 1 am not unmindful of the 
needs of workers who exhaust their benefit amounts. Many such 
workers, as well as many who have received no job insurance pay- 
ments, may need help before our economy recovers to the point where 
there are jobs for all who want to work. 

Many unemployed workers have had the advantage of job insur- 
ance and have received payments for from 20 to 30 weeks out of the 
year under the insurance program. Is there any good reason wh 
these workers should be given additional benefits because of need, 
when no provision is made for the even greater number of unemployed 
workers who have not received any payments? This borders on 
class legislation. The needs of both groups are a matter of concern 
to all of us. 

But the meeting of those needs is not the function of the system de- 


signed to partially alleviate the hardships caused by temporary un- 
employment. If assistance is to be given on a needs basis, should 
not the facilities set up for that purpose be utilized ? 

Extending benefits to the large number of seasonal and marginal 
workers, who customarily work only short periods and always ex- 
haust their benefits, could result in payments equal to or exceeding 
their base period earnings. Such cases would tend to justify the 


description of unemployment compensation payments as “rocking 


chair money” and would tend to destroy public confidence in the 
program. 

Not all workers who exhaust are in need of extended benefits. 
Many are seasonal workers whose position is the same as it has been 
in previous years. 

Others are wives or children of profitably employed workers. Some 
are still partially employed when they exhaust their benefits. And 
speaking of these partially employed workers, who constitute ap- 
proximately 12 percent of the claimants in Georgia, I would call 
your attention to the fact that national reports of claims taken weekly 
make no distinction between claims for partial and for total unem- 
ployment. Those claimants working part time are included in na- 
tional unemployment figures. 

An analysis of all exhaustees In Georgia for a recent, month re- 
veals that 23 percent quit their jobs and 14 percent were discharged 
for cause. 
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This 37 percent responsible for their own unemployment would be 
entitled to extended benefits under the proposed legislation. You 
an see what this would amount to throughout the whole country, 
Gentlemen, would that be reasonable ¢ 

In our system of free enterprise, there will always be some unem- 
ployment. 

For instance, 3.4 percent of the manufacturing employees in At- 
lanta quit their jobs during the first quarter of this year. 

The fact that many workers continue to quit their jobs for one reason 
or another, despite the recession, and despite their knowledge that 
they will suffer a period of disqualification before they can receive job 
insurance payments, is indicative of faith in themselves and in the 
economy. The fact that workers can still be fired—although em- 
ployers’ powers to discharge have been considerably curtailed—is 
proof that the price of wages is still production. 

From all that is being said about exhaustions, one might think they 
are something entirely new. 

Such is not the case. Since the inception of the program, some 
insured workers have always exhausted their benefit amounts. 

In the small national labor market of 1940 over 3 million exhausted. 
The national annual average of exhaustions for the past 12 years has 
been 1,320,000. Exhaustions are nothing new. In the January-March 
quarter of 1950, nationally exhaustions totaled 730,143, or 2.3 percent 
of insured employment in the previous year. 

In the same period of 1958 there were 480,000 exhaustions, or only 
1.2 percent of covered employment. Thus, the percentage of insured 
workers exhausting during the first quarter of this year was actually 
about 50 percent lower than in the earlier recession period. 

The Congress on previous occasions has considered and rejected 
various proposals which would have seriously impaired the Federal- 
State system of unemployment compensation. Four such proposals 
were : 

1942—H. R. 6559, war-displacement bill: This was pressed by the 
administration as essential to the successful prosecution of hostilities 
which had just broken out. It proposed that Federal cash be given 
to States to increase their State weekly benefit payments by 20 percent 
and to increase the duration of payments to 26 weeks. 

At that time, no State had a maximum duration exceeding 20 weeks, 
and many were several weeks short of that figure. 

1944S. 2051, an amendment to the war mobilization and reconver- 
sion bill, predicated on anticipated postwar unemployment situations, 
would have provided Federal funds to supplement State benefit pay- 
ments up to 75 percent of claimant’s wages, but not to exceed $20, and 
for increasing the duration of payments from State maximum up to 
26 weeks. 

1945—S. 1274, proposed amendment to the Reconversion Act of 
1944: Predicated on postwar unemployment which was then develop- 
ing, provided Federal cash to supplement State maximum payments 
up to $25 per week, and 26 weeks’ duration. 

1952—S. 2504 provided Federal funds to supplement State benefits 
up to 65 percent of wages and, in the case of dependency, benefits of 
not more than 75 percent of wages. 
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In each case proponents of these bills forecast dire consequences 
unless there was Federal intervention to strengthen the State job- 
insurance program. 

However, you gentlemen wisely decided to leave such meatters as 
the eligibility, disqualifie ation, the weekly benefit amount, and the 
number of weeks of duration of benefits in the hands of those closest 
to the people and most familiar with employment conditions, wage 

atterns, and the general economy in the individual States. 

Despite statements to the contrary, it is a matter of record that the 
States have greatly improved their job insurance programs. 

They will continue to do so if not placed in a straitjacket by Federal 
restrictions. 

The State job insurance systems are serving well the purpose for 
which they were created. 

As conditions require change in the various State programs, they 
are being made. In Georgia we have a maximum weekly benefit 
amount of $30, and a maximum duration of 22 weeks, or nearly 6 
months out of the year. As recently as December 20 our State ad- 
visory council, composed of equal numbers of representatives of labor, 
management, and the general public, unanimously agreed that there 
was no basis for asking the legislature to change either the amount 
or duration at this time. 

Job-insurance payments have been, and will continue to be, of 
inestimable value to workers temporarily unemployed, as well as to 
the communities in which they reside. But, if as a matter of ex- 
pediency, our job-insurance program is converted into a disguised 
relief program and used as a prop to help sustain an unbalanced wage 
and price structure, it would not surprise us to see it collapse. 

As you know, England, in 1920 and 1921, during the postwar de- 
pression, followed the course of providing so- called extended benefits 
on a governmentally financed basis. 

The period of extended benefits was progressively lengthened. 
Finally, the actuarial concepts of the program broke down altogether 
and the concept of payment as a matter of right went out the window. 

Over 92 percent of the Nation’s insured ‘workers in business and 
industry are carrying home regular paychecks. 

Approximately half of the other 8 percent represents turnover 
under normal] conditions. Some of the remaining 4 percent are work- 
ing part time. The unemployed workers want a job, not extended 
benefits. No program to restore prosperity will work unless the 
people can work. 

Government action to stimulate the economy is beginning to create 
jobs. More credit is being made available; defense spending i is up; 
spending for highways is up; grants to local governments “for im- 
provement of a lasting nature are having some effect. 

You have another bill before this committee, H. R. 888, passed by 
the House, which would authorize the States to cover employees of 
Federal banks. 

You have provided unemployment compensation for Federal civil- 
ian employees and the Armed Forces reduced their strength and 
returned 175,000 servicemen to civilian labor markets during the 
past year. 
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Most of these had no service prior to January 1, 1955, and cannot 
qualify as veterans for unemployment compensation. These service- 
men are certainly as much entitled to protection as Federal civilian 
personnel, and I hope that legislation to afford them coverage will 
receive favorable action. 

Further Government action will help stimulate employment. 

Less revised restrictive tax legislation, tightening restrictions upon 
the importation of hundreds of thousands of Mexican workers, and 
a change in the present policy which results in shelves being loaded 
down with Japanese textiles and the purchase of millions of dollars’ 
worth of automobiles and trucks built in foreign countries while our 
plants are idle and our textile and automobile workers are unem- 
— Does not the demand for extended benefits come largely 

rom the areas where large numbers of workers are unemployed be- 
sause the general public can no longer afford to buy the products of 
the factories that employed them ? 

Management and workers can, through pricing of their products 
and labor, prolong or shorten the recession. Real recovery will take 
place when the people who stopped buying because of high prices are 
offered better goods at lower prices. 

This committee, through the years, has preserved the integrity of 
the State employment sec urity system by leaving eligibility condi- 
tions, disqualifications, and weekly benefit amounts and the number 
of weeks one can draw in a year to the respective States. 

Your committee also initiated and has kept alive the George loan- 
fund prine iples to assure solvency of. State job-insurance trust funds. 
The States are not now broke. They have over $8 billion in their 
trust funds. 

Fee n rat you have provided a $200 million loan fund, which is 

railable without interest to any State which needs help. So long 
as the States are responsible for their own programs, few, if any, 
States with a sound law and sound administration will need loans. 

Just because some spots are having high unemployment, I sin- 
cerely hope that you will not permit the proposed temporary crisis- 
type procedures to undo the progress that has been made, and that 
so-called temporary remedial measures will not be permitted to result 
in permanent damage to our State employment security program. 

The Cuarrman. Mr. Williamson, thank you for what I regard as 
an extremely able statement and in keeping with the philosophy of 
one of the greatest men who has ever served in this Senate, your fel- 
low Georgian, Senator Walter George. 

I was with him on this committee and I know the fight he made 
all through the years to preserve this fund from Federal control and 
Federal dictation. 

Mr. Winitamson. I appreciate it. 

The Cuatrman. Are there any questions? 

Senator Dovenas. Mr. Williamson, I addressed an inquiry to the 
48 governors on May 7, copy of which I give you. 

Mr. WittrAmMson. I have one, Senator. 

My Governor presented it tome. He did not send it to the Federal 
folks like the Secretary testified some did. My Governor sent it to 
me rather than the Federal Government. 
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Senator Doveias. Yes. As you know, I was inquiring whether 
the Governor or agents of the Governor would be able to accept H. R. 
12065 as it is now written, without State legislative action. 

Governor Griffin very courteously replied. He said that you would 

fy with respect to the subject 


appear before this committee to testi 
matter of the bill which I mentioned. 

I wondered if you in Georgia had been able to determine whether 
or not the Governor of Georgia or appointees of the Governor would 
be able to accept the terms of H. R. 12065 without affirmative action 
by the legislature. 

Mr. Wixix1amson. Senator, if we spent the $150 million we have 
now in the trust fund and needed further funds, which is very im- 
probable—I do not think we need a loan as long as we have that $150 
million. 

I have been able to enter into all of the Federal reciprocal arrange- 
ments, the veterans’ benefits, to pay the Federal employees under our 
State laws, and the other interstate arrangements, without any diffi- 
culties. 

Senator Dovueias. But Mr. Williamson, as I pointed out yesterday, 
in these other cases where you were able to accept without legislative 
action, the funds were being furnished by the Federal Gover nment, 
and all you were doing was acting as a disbursing agent. Now, under 
H. R. 12065, as you know, accept: unce of the act will ultim: ately ¢ carry 
with it a larger payment of Federal tax by the employers of your 
State after 1963. 

Mr. Witiiamson. Yes, sir. 

Senator Dovenas. And so the question which I addressed is differ- 
ent. Itdeals witha different subject matter from that of the preceding 
bills. I wondered if you or your attorney general had been able to 
form an opinion as to whether either the Governor or you would be able 
to accept H. R. 12065 as now written without State legislative action. 

There are two issues here, whether you could, and then whether you 
want to, but I mean, first, could you if you wanted to? 

Mr. Wiu1amson. I expect I could, but I do not think I would, be- 

cause I would not like to assume the prerogatives of turning more tax 
collections in on my taxpayers down there without the legislature or 
somebody backing me up. I like my job. I have been there a long 
time. 

Senator Dovetas. So that you think in general as a practical matter 
you would have to get legislative sanction ¢ 

Mr. Witutamson. First asa practical matter I do not think we need 
it because we have got that $150 million. 

Senator Doucias. Then I take it you are sort of allergic to the idea 
of the State accepting H. R. 12065 as it is presently w ritten. 

Mr. Wiiuramson. I am allergic to the Federal Government encroach 
ing upon this program because I think this program has done more to 
cure mental and physical ills than the whole college of physicians 
and the reason it has done it is because it has kept close to the people 
and to the economy it serves. 

Senator Doveras. I am not putting words or sentences into your 
mouth or into your mind, am I, when I say that on the whole as you 
think of things now, you would not recommend that the State of 
Georgia accept H. R. 12065? 
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Mr. Wititamson. I expect I would exceed my legal authority. 

Senator Doveuas. Pardon? 

Mr. Witutiamson. I would exceed my legal authority. 

Senator Douetas. And if the legislature were to deal with this 
matter, would you recommend it ? 

Mr. Witi1amson. We have a good system down there. We've gota 
mighty good legislature, and it usually shows good judgment by accept- 
ing my ‘Tecommendations, but before my recommendations are made, 
we usually have this advisor y council, and it is made up of good folks, 
an equal number of labor, management, and the general publie, and no 
later than December 20 as I said awhile ago they unanimously agreed 
that there wasn’t any basis for asking for an extension or an increase 
in the weekly benefit amounts. 

Senator Doveras. Of course, the situation was not as acute at that 
time. 

Mr. Witi1amson. I put them on notice. I saw it coming. I talked 
to them 30 minutes about it. 

Senator Doveras, I do not want to draw improper inferences, but 
the inference which I drew from your testimony was that you did 
not believe that H. R. 12065 should be passed or that if it were passed, 
you did not believe that your State should accept it. Am I incorrect? 

Mr. Wiu1amson. I think that is a proper inference. I intended to 
convey that inference. 

Senator Dovetas. I am glad that I caught it. I am generally very 
dumb on these matters, Mr. Williamson, but T am glad that in this 

respect my antennae were accurate. 

Mr. Witu1amson. Thank you. 

The Cuatrman. I would like to say Mr. Williamson that I haven't 
heard a stronger statement made against Federal control than you 
have made here today. 

Mr. Wituiamson. Thank you, Senator. 

The Cuairrman. I do not think that Senator Douglas or anyone 
else need have any doubt where you stand or where Georgia stands 
on this proposition. 

Mr. Witxiamson. Thank you, Mr. Chairman. 

The CHarrman. Your statement of your position is crystal clear. 

Senator Doveras. I thought so, but I wanted to bring it out. It 
merely confirms what I said yesterday. If this act is passed, there 
will be a considerable number of States which will not accept it, and 
the fact that these States will not accept it will act as a deterrent to 
prevent other States from accepting because of the fear that they 
will be placed at a competitive disadvantage if they do. 

I thank the witness very much. 

Mr. Wiii1amson. If my State needs it, Senator, they will meet 
and pass it. They have enough intestinal fortitude to pass it if we 
need it. 

The Cuairman. The next witness is Mr. Henry Kendall, of the 
North Carolina Employment Security Commission. 


STATEMENT OF HENRY KENDALL, NORTH CAROLINA EMPLOYMENT 
SECURITY COMMISSION 


Mr. Kenpauyi. Mr. Chairman and members of the committee, my 
name is Henry E. Kendall. I am chairman of the employment security 
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commission of North Carolina and I appear before you as the official 
representative of the State of North Carolina. 

There are 1 or 2 paragraphs I would like to read to you that. were 
made before the Ways and Means Committee. 

There were a number of proposals. I would like to read very briefly 
a little bit of that Ways and Means testimony which I was going to 
eliminate. 


Meeting with Governor Hodges, the radio, press, and television representatives, 
the commission discussed at length the implications of this proposed legislation 
in terms of the unemployment situation currently existing in North Carolina and 
the Nation. 

It fully considered the implications of legislative action by the Congress in 
an area which for more than 20 years (in fact since the beginning of the Federal- 
State program) has been reserved to the States for needed program implementa- 
tion. 

It should be noted that since 1949 the North Carolina legislature has increased 
the minimum benefit amount from $4 to $11 currently and the maximum pay- 
ment from $20 to $32 with the waiting period being entirely eliminated and 
with the duration being extended from 16 weeks to 26 weeks, such duration 
being uniform—all workers having entitlement being entitled to 26 weeks of 
benefits. This is positive proof that a State legislature does act in this area. 

Now with reference to exhaustees I would like to go back to the 
statement which I made before the Ways and Means Committee. 

North Carolina has a uniform duration provision which provides weekly 
benefits to each claimant whose unemployment is spread over as much as 26 
weeks after the job loss. This means that each claimant with prolonged un- 
employment is guaranteed 26 weeks of protection. Projecting the number of 
exhaustees from the Ist of January of this year through 24 March to the 52-week 
period of 1958 we have an estimated total of 38,400 exhaustees for our State for 
the year 1958 should there be no improvement. 

In relating this number of exhaustees to the nonagricultural work force of 
the State we find that the exhaustees represent only 3.58 percent of such work 
force. The suggested Federal proposals would benefit only a small select 
percentage of workers. 

A study of benefit exhaustees (in North Carolina) for the year ending Sep- 
tember 30, 1956, shows that 28.4 percent of the exhaustees comes from the tobacco 
workers, are in the leaf processing operation which is highly seasonal. More 
than 80 percent of these workers are unskilled females who follow a regular 
pattern of seasonal employment sometimes tied to farm harvest and domestic 
service work. To extend benefits beyond 6 months to this group might well lead 
toa serious farm-labor problem in many agricultural areas. 


And I might say to the committee and to you, sir, that our Farm 
Federation Bureau wired the members of our delegation in the House 
that they opposed the proposals that the Ways and Means reported 
out. 

Senator Kerr. Did they propose any legislation ? 

Mr. Kenpau. No; not the bill that the Ways and Means reported 
out finally, but the original bill they did oppose, and they accepted 
this bill. ‘This bill met with their approval. 

The Caatrman. Do you mean the House bill ? 

Mr. Kenpaty. H. R. 12065. The principles of that bill met their 
approval. 

The Cuamrman. Because of the optional feature mainly, or what? 

Mr. Kenpauu. Well, they felt that when you got beyond these 26 
weeks in the agricultural section of our State, Senator, and the eastern 
half is, that it would be very damaging to the farm program. 


The study of exhaustees further showed that of the group exhausting benefits 
that 48 percent had earnings of less than $1,000 in the 4 quarters upon which 
257386—58——_12 
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benefit payments are determined. This indicates that supplementation will go 
to those with the weakest labor-force attachment. 

Supplementation does not offer any assistance to the displaced agricultural 
worker or to the other excluded worker groups, totaling approximately 650,000 
individuals. 

Those are some of the statements we made. I have gone into a little 
more detail since your committee had some questions asked about 
exhaustees and what State legislatures could do and did do. 

Now, with your permission I will continue with my original state- 
ment. 

The CHamman. What page are you on now ? 

Mr. Kenpatw. I am back to the first part, Senator, the fourth para- 
graph. Of all the legislation proposed and considered in this area 
I feel H. R. 12065 to be the only proper satisfactory approach. The 
area of weekly benefit amount and of duration of benefits has been 
left to the States’ legislatures since the beginning of the program, 
and rightly so. 

H. R. 12065 is not Federal supplementation in that it authorizes 
the Secretary to enter into an agreement with a State which sets the 
provisions of the bill in motion. 

The State elects or wishes to enter into the agreement and thereby 
has full opportunity to act in accordance with its needs or desire to 
do so. 

The provisions of H. R. 12065 are very much in keeping with the 
recommendation made by me in my statement of April 1 before the 
House Ways and Means Committee. I quote: 

That in lieu of Federal supplementation of the unemployment insurance pro- 
gram that our State, as well as other States, recognize the fact that under exist- 
ing Federal legislation there now exists an available fund of $200 million from 
which any State whose reserve fund is approaching depletion may secure an 
interest-free advance or loan which is repayable by such State. That this $200 
million be increased by the Federal Government as needed and to the amount 
needed for advances to any State to replenish a weak State fund or to enable a 
State, if it so desires, to increase benefits in duration or in amount of weekly 
payment. That this seems proper since such would permit the State legislature 
to meet the State’s obligation in this matter to the extent of the State need and 
desire. 

H. R. 12065 meets the position advocated by North Carolina in that 
any State which so needs and desires can secure funds, on a repay- 
able basis, and spend such funds in keeping within the limits of the 
bill and the wishes of the State. If in the opinion of the Congress of 
the United States legislation is necessary in this field at this time, 
H. R. 12065 meets the : approval of the State of North Carolina. 

The CuarrmMan. Thank you very much, sir, for a very good state- 
ment, Mr. Kendall. 

Are there any questions ? 

Senator Doveias. Mr. Kendall, I addressed this telegram to the 
Governor of North Carolina and to others and I received a courteous 
reply from Mr. Childs, his administrative assistant, saying that they 
were not familiar with the precise details of the measure and they 
would want to give the proposal—— 

Mr. Kenpatt. What was the date of that telegram, Senator 
Douglas ? 

Senator Dovueias. This reply was as of May 8. 

Mr. Kenpaty. I was away at that time. 
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Senator Dovenas. I wondered if you had been able to study the 
issue in the intervening days and whether you have any opinion as 
to whether or not the ‘Governor or administrative officials in North 
Carolina could accept the additional payments under H. R. 12065, 
without State legislative action. 

Mr. Kenpatu. | could not speak for the Governor on that. I 
could speak for him on my statement here, but I cannot on that. 

I have not discussed that other than very briefly with him Monday 
morning as he was leaving his office. 

Senator Doveras. I wonder if you would be willing to consult 
with the Governor upon that, and when he has reached a decision, if 
you would be willing to reply ? 

Mr. Kenpaut. I would certainly consult with him at his wish. I 
do not think I should initiate it. If he would ask me for my opinion 
I certainly will, sir. 

Senator Dovetas. Thank you. 

The Cuairman. Are there any further questions ? 

Thank you very much, Mr. Kendall. 

Mr. Kenpauu. Thank you, sir. 

The CHarrman. The next witness is Mr. Wilbur J. Cohen of the 
American Public Welfare Association. 

Senator Cartson. Mr. Chairman, while Mr. Cohen is coming up, 
it is my personal opinion that we will not have a more qualified wit- 
ness before our committee than Mr. Cohen on unemployment and 
social security. 

He was with the Social Security Board back in 1935 and in 1939 
when the bill was rewritten, and worked directly under Dr. Arthur 
J. Altmeyer and I know he is well qualified to appear before this 
committee. 

The CHarrman. The committee is pleased to have you, Mr. Cohen. 

Senator Douenas. At the risk of hurting the reputation of Mr. 
Cohen, I would say I join with the Senator from Kansas in the state- 
ment he has made about Mr. Cohen. He has given a great deal of 
thought to the subject. 

The Cuarrman. Mr. Cohen, we are very glad to have you. 


STATEMENT OF WILBUR COHEN, AMERICAN PUBLIC WELFARE 
ASSOCIATION 


Mr. Conen. Senator, if I may, I will just put the entire statement 
in the record and comment on a few points to save your time. 

The Cuarrman. Without objection that will be done. 

(The statement in full of Mr. Cohen follows:) 


STATEMENT OF WILBUR J. COHEN, AMERICAN PUBLIC WELFARE ASSOCIATION, ON 
EXTENDED UNEMPLOYMENT INSURANCE AND PUBLIC ASSISTANCE AMENDMENTS 


Tam Wilbur J. Cohen, a member of the welfare policy committee of the Ameri- 
can Public Welfare Association. I am here today representing that organization. 

In qualifying myself to testify I would like to add that I was formerly Di- 
rector of the Division of Research and Statistics of the Social Security Admin- 
istration in the Department of Health, Education, and Welfare. In that capacity 
I had the privilege of working with your committee in connection with un- 
employment insurance legislation in 1935, 1939, and 1945, as well as in connec- 
tion with the Social Security Act Amendments of 1950 and 1952. 
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THE AMERICAN PUBLIC WELFARE ASSOCIATION 


The American Public Welfare Association is the national organization of 
local and State publi: welfare departments and of individuals engaged in public 
welfare at all levels of government. Its membership includes State and local 
welfare administrators, board members, and welfare workers from every 
jurisdiction. 

Within our association are a number of national councils including a council 
representing all of the State administrators of public welfare, a council of local 
administrators of public welfare, and a council of members of State and local 
boards of public welfare. We have five committees (aging, medical care, sery- 
ices to children, social work education and personnel, and welfare policy) on 
which our membership is represented and through which we are able to obtain a 
cross section of views on how public welfare is operating to meet the needs of 
people in their home communities. We have six regional conferences each year 
and a nationwide meeting in alternate years at which we discuss current issues 
in social security and obtain the views of our members. As.a result of the dis- 
cussions in these groups our board of directors of 27 persons, representing all 
parts of the country, adopts official policy positions on issues of current signifi- 
sance. In testifying today, I am presenting to you the views embodied in our 
policy statements approved our board of directors. 

The agencies and individuals making up the membership of the American 
Public Welfare Association are charged with the responsibility for administer- 
ing the various assistance and service programs in public welfare under titles I, 
IV, V, X, and XIV of the Social Security Act. In our membership are the people 
who have the responsibility for day-to-day administration of the programs for 
the needy aged, the needy blind, the needy disabled, needy dependent children, 
and the needy receiving general public assistance. 

Through our organization, we work toward constructive ways to help restore 
as many persons as possible in the public assistance caseload to self-care and 
self-support. Our members seek through protective, preventive, and rehabilita- 
tive services to help solve the problems of children and families who request the 
services of public welfare departments. 

We are constantly seeking ways to make our services more effective and to 
improve the caliber of administration in public welfare programs. We have 
been in the forefront of those groups which have advocated broadening and 
strengthening our existing social-insurance programs. We believe that the Con- 
gress should take further action at this session to improve the social-insurance 
program and thus further to reduce financial dependency and also to improve our 
public assistance programs so as to meet existing needs more effectively. Be- 
cause of the inadequacies in our social-insurance programs, appropriations from 
general revenues for assistance are higher than would otherwise be necessary. 
Because of inadequacies in our public assistance programs there undoubtedly are 
many needy persons in the United States who are not receiving assistance. 

The serious unemployment problem in recent months has ‘increased public 
assistance caseloads. Today there are about 6.5 million persons receiving public 
assistance of whom 5.4 million are on federally aided programs and about 1.1 
million are receiving general assistance on programs without any Federal aid. 
In November 1956 there were 5.7 million persons receiving public assistance of 
whom 5.1 million were on federally aided programs. You can see from these 
figures that assistance rolls have been climbing. In addition, expenditures have 
increased because of the rise in the cost of living. Medical care costs have risen 
for 42 consecutive months. Medical care is an important factor in eligibility for 
public assistance. Medical care costs have been rising twice as fast as the overall 
cost of living while hospital costs have risen nearly four times as fast as the 
general price rise. As a result of all these factors, assistance expenditures for 
the Nation are running $25 million more per month than they were a year ago. 

The Federal budget submitted to you in January was based upon economic 
and business conditions during the last half of 1957. We feel that we would be 
remiss in our responsibilities if we did not emphasize to you that current eco- 
nomic conditions are having the effect of rapidly increasing the number of 
persons on the public assistance programs. The unemployed “employables” 
generally are not eligible for assistance under the categories of old-age assistance, 
aid to the blind, aid to dependent children, or aid to the permanently and totally 
disabled. Some State and local governments, therefore, are having to consider 
appropriating increased funds to provide minimum help for the families involved. 
States and localities are having a difficult time meeting these emergency needs. 
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The federally aided categories also are showing the effects of current conditions, 
especially as relatives are unable to contribute to support their parents. Indi- 
viduals with physical disabilities and marginal skills who are able to support 
their families when business conditions are good are often the first to be laid 
off and thus must apply for assistance. When working mothers who are nor- 
mally the support of their families become unemployed, they soon apply for aid 
to dependent children. 

I would-like to point out that State and local public-welfare agencies are 
responsible’ today for expending over $3 billion a year and for providing assist- 
ance to 6,500,000 persons each month. 

The American Public Welfare Association is committed to the principle of 
doing everything reasonably possible to reduce the assistance rolls to the abso- 
lute minimum consistent with the welfare of assistance recipients. It is for 
this reason that we have supported the extensions and improvements in OASI 
and unemployment insurance which have been made in the past and that we are 
urging that further steps be taken by the Congress at this time. 


EXTENSION OF UNEMPLOYMENT INSURANCE 


The American Public Welfare Association believes that the unemployment 
insurance program should be strengthened with respect to the duration of benefits 
and the adequacy of benefit payments. We also believe that consideration should 
be given-as soon:as possible to extension of coverage, and less restrictive eligi- 
bility and disqualification provisions. 

At this particular time we especially urge favorable consideration for exten- 
sion of the duration of unemployment insurance benetits because thousands of 
unemployed persons each week are exhausting their rights to benefits and many 
more persons are likely to exhaust their benefits in the weeks ahead. Some of 
these persons or their dependents may apply to the welfare agency for public 
assistance, but in many caes they are not eligible for assistance because of their 
assets or because employable persons are not eligible for assistance. In other 
eases, persons who exhaust their benefits and then subsequently obtain part- 
time or full-time employment make it impossible for another person with less 
skill or ability to obtain or retain employment. This other person may then 
have to apply for assistance. This vicious circle breeds insecurity and is damag- 
ing to the morale and skills of thousands of persons, 

While unemployment insurance is a particularly appropriate method of han- 
dling short-time unemployment, the existing duration of unemployment benefits 
in nearly every State is inadequate. We therefore urge you to take Federal 
action to improve unemployment insurance benefits to meet the present emer- 
gency as well as for the longer run. While our association has not endorsed any 
one method. of achieving this objective, we have specifically endorsed Federal 
action to achieve it. 

We believe the Federal Unemployment Tax Act should be amended to extend 
eoverage to employers of one or more employees. A number of States already 
have enacted laws providing that such coverage will become effective if and 
when the Federal law is so amended. While such an umendment would not 
help in the present emergency, we believe that the present situation has pointed 
up again the need for this action which has been recommended by the executive 
branch under both Republican and Democratic administrations. We also en- 
dorse extension of coverage to employees engaged in the processing of agricul- 
tural products. 

Our association has not taken a stand specifically as to whether improvement 
of the benefit structure should be taken by use of Federal financing on the basis 
of general revenues, payroll taxes, a charge back to the States, by grants-in-aid, 
or by Federal benefit standards and a reinsurance fund. But we do not see 
how the goal of a more effective unemployment insurance program can be ob- 
tained without some additional Federal legislative action. Proposals to establish 
minimum Federal benefit standards and a reinsurance fund are consistent with 
the association’s legislative objectives. 

The Soeial Security Act gave the State two incentives. The act set up a 
Federal unemployment tax on employers in industry and commerce who had 
8 or more employees (4 or more, beginning in January 1956). It made it 
possible, however, for employers to be relieved of paying most of this tax if they 
were contributors under a State unemployment insurance law. Therefore a 
State that taxed employers to pay for unemployment insurance did not put 
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them at a disadvantage in competi-g with similar businesses in States that had 
no such tax. Congress also authorized grants to States to meet the costs of 
administering State systems. A State program has to meet certain Federal: 
requirements in law and administration if employers are to get their offset 
against the Federal tax and if the State is to receive Federal grants for 
administration. 

The Federal taxing power was used, therefore, to make it necessary for each 
State to have some kind of an unemployment insurance law. So there is Fed- 
eral intervention in the unemployment insurance program now. In effect, we 
have a joint plan, a cooperative program—a Federal-State system. In order to 
protect employers, employees, their families, the States, and the Federal Treas- 
ury it seems clear that we must be willing to make some modification in the 
character of the Federal responsibility in this vital program. 


DEFICIENCIES IN THE PRESENT PROGRAM 


May I recall to you that this is the view of the advisory council on social 
security which the Senate Committee on Finance appointed in 1947. This 
eouncil unanimously agreed in 1948 that there were five major deficiencies in 
the present unemployment insurance program. They found these deficiencies 
to be as follows (p. 139).: 

1. Inadequate coverage.—Only about 7 out of 10 employees are now covered 
by unemployment insurance. (Today about 8 out of 10 employees are covered.) 

2. Benefit financing which operates as a barrier to liberalizing benefit pro- 
visions—The present arrangements permit States to compete in establishing 
low contribution rates for employers and therefore discourages the adoption of 
more adequate benefit provisions. 

3. Irrational relationship between the contribution rates and the cyclical move- 
ments of business.—The present arrangements tend to make the contribution rate 
fluctuate inversely with the volume of employment, declining when employment 
is high and when contributions to the unemployment compensation fund are 
easiest to make and increasing when employment declines and when the burden 
of contributions is greatest. 

4. Administrative deficiencies Improvement is needed in methods of financing 
administrative costs, provisions for determining eligibility and benefit amount in 
interstate claims, procedures for developing interstate claims, and methods de-: 
signed to insure prompt payments on all valid claims and to prevent payments 
or invalid claims. 

5. Lack of adequate employee and citizen participation in the program.— 
Workers now have less influence on guiding the administration of the program 
and develoning legislative policy than they should, and some employees, em- 
ployers, and members of the general public tend to regard unemployment com- 
pensation more as a handout than as social insurance earned by employment, 
financed by contributions, and payable only to those who satisfy eligibility 
requirements. 

The council was composed of 17 distinguished persons including renresenta- 
tives of business, labor, insurance companies, and the public. Edward R. Stet- 
tinius, Jr.. was chairman and Prof. Sumner Slichter was associate chairman. 
The council was appointed by Senator Milliken during the 80th Congress. 

The advisory council on social security stated in 1948 that “liberalization of 
the benefit, duration, and eligibility conditions in the State laws is generally 
needed” (p. 145). Despite the improvements made in State laws since 1948, the 
eriticisms made by the council are still valid on the whole today. 

The council pointed out that not more than 25 percent of the wage loss caused 
by the unemployment of covered workers is compensated by unemployment bene- 
fits. “As a result, unemployment compensation as it is today would have a very 
limited value in checking the cumulative increase of unemployment” (p. 146). 
In 1957, only about 17.3 percent of wage loss due to unemployment was com- 
pensated by unemployment insurance. 

The council pointed out that “benefit amounts are generally still too low in 
relation to wages” (p. 146). “At that time the average weekly benefit amount 
was about 35 percent of the average weekly wage (p. 193)”. Today, despite im- 
provements in State laws in the meantime, the average wekly benefit amount in 
1957 was still less than 35 percent. 

The council stated: “Unemployment insurance payments should be as high a 
proportion of wage loss caused by unemployment as is practicable without in- 
ducing people to prefer idleness to work. The higher the ratio of unemployment 
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penefits to wage loss caused by unemployment, the more effectively unemploy- 
ment insurance limits the tendency for the reduced purchasing power of un- 
employed persons to create more unemployment. Liberalization of unemploy- 
ment compensation should take the form of (1) more liberal eligibilty require- 
ments; (2) higher benefits in relation to wages; and (3) longer duration of bene- 


fit payments” (p. 145). 
GENERAL PUBLIC ASSISTANCE 


Unemployment insurance, however, cannot and should not be made to cover all 
needs that arise as a result of unemployment. Some occupations are not covered 
by unemployment insurance and there are cases of persons with large families 
or special medical needs where unemployment insurance benefits will not be 
sufficient. When these people are without any income they apply for assistance. 

General assistance—in some States and localities called direct relief or home 
relief—is available in many communities today only to unemployable persons. 
In many States such assistance is very limited because it is financed entirely 
by the counties from property taxes. One-half of all the cost of general assist- 
ance throughout the country in the fiscal year 1957 was borne by the cities or 
counties, the other half by the States. Federal funds are not available for 
general assistance. Thus, we find ourselves in the present emergency without 
an adequate underpinning of Our unemployment insurance program to meet 
emergency needs. 

We recommend that your committee authorize Federal aid to the States to 
meet the needs of those who must apply for general assistance. This is an 
immediate and urgent necessity. 

We wish to point out that the Advisory Council on Social Security to the 
Senate Committee on Finance recommended that “Federal grants-in-aid should 
be made available to the States for general assistance payments to needy per- 
sons not now eligible for assistance under the existing State-Federal public 
assistance programs” (p. 108). 

We concur in the statement by the Council: 

“In recommending Federal grants-in-aid to the States, for general assistance, 
we do not intend that a general assistance program should be considered as a 
preferred method of dealing with large-scale unemployment if it should again 
occur. Neither should general assistance be a substitute for unemployment 
insurance. * * * General assistance would serve the purpose of providing an 
underpinning for the other social measures by aiding those for whom no other 
means of support is available” (p. 112). 

Over a million persons are receiving general assistance at the present time. 
In January, the number increased over 150,000. Despite the fact that many 
persons in many communities are ineligible for general assistance due to lack 
of local funds, the general assistance rolls have been climbing. Some States are 
considering cutting back on their funds for general assistance due to the likeli- 
hood of decreased tax revenues. The situation has been changing so fast that 
we just do not know how some States and localities will make out during the 
next few months in handling their assistance problems. 

The amount being paid for general assistance is inadequate. The average 
monthly payment in January 1958 was $61 per case which includes the average 
payment for both families and single persons. This average varies widely among 
States and localities. Statistics from the Social Security Administration show 
that the average monthly payment in November 1957 was about $12.50 to $14.23 
in Alabama, Arkansas, Mississippi, and Oklahoma. 

Federal aid at the present time not only would enable the States and local- 
ities to care for needy persons now without income but also would provide some- 
what more adequately for the needy persons now receiving insufficient payments. 


IMPROVEMENT IN AID TO DEPENDENT CHILDREN 


We also wish to recommend that the aid to dependent children program 
(title IV of the Social Security Act) should be strengthened by providing Fed- 
eral aid to the States for any needy child living with any relative. At the 
present time Federal aid is limited to those cases where the child is needy due 
to the disability, death, or absence of a parent, If the parent is unemployable 
or unemployed, his children cannot receive State aid from Federal funds unless 
he willfully absents himself from the home. We do not think it is proper or 
desirable to subject families to this kind of pressure. 

The Senate Committee on Finance made an important improvement in the aid 
to dependent children program in 1950 when it amended the program to provide 
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Federal matching for meeting the needs of the parent or caretaker of the child. 
The Senate Finance Committee also made another important improvement in 
the aid to dependent children program in 1956 when it adopted. the amendments 
offered by Senator Kerr to include the objective of preserving and strengthening 
family life in the program. We urge you to strengthen the program by striking 
out the clause in the existing Federal law which limits the use of Federal funds 
to cases of the disability, death, or absence of a parent. 


FEDERAL LEGISLATIVE OBJECTIVES 


Before concluding I should like to insert in the record the Federal legislative 
objectives adopted by our board of directors for 1958. These recommendations 
represent our judgment on social needs and proposals which in the light of our 
experience are feasible for consideration this year. A number of our recom- 
mendations are pertinent to some of the proposals pending before the committee 
and to the responsibilities of this committee on social-security legislation gen- 
erally. I should like just to point out two recommendations in addition to those 
I have already made. 


OASDI 

The contributory old-age, survivors, and disability insurance program, as a 
preferable means of meeting the income-maintenance needs of people and as a 
means of keeping the need for public assistance to a minimum, should be strength- 
ened by making benefit payments more adequate; by increasing the amount of 
earnings creditable toward benefits to keep that amount in line with current 
conditions ; by providing benefits for disabled insured persons of any age and for 
their dependents ; by extending coverage to earners still excluded. To the extent 
that these changes increase the cost of the program, contributions should be 
increased to insure the financial stability of the program. 


Public assistance 
The existing Federal formula for matching public assistance payments expires 
June 30,1959. We believe that— 

Federal participation should be on an equalization grant basis provided 
by law and applicable to financial assistance (including medical care), welfare 
services (including child welfare), and administration. 

No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services, 
or administration. 

I am sure that other items in our Federal legislative objectives will also be 
of interest to you, but in order to conserve your time I will put them in the record. 


CONCLUSION 


Meubers of the American Public Welfare Association each day deal with many 
thousands of needy persons and families who apply for assistance and service. 
They know intimately and at first hand the problems of persons who have ex- 
hausted their unemployment insurance or are not covered by unemployment 
insurance. They are keenly aware of the financial difficulties that States and 
localities are having in meeting the social welfare needs of a population which 
is growing at a rate of 2% million a year and which has been moving across 
county and State lines thus causing many families to lose their residence in their 
home locality. 

We are full working partners in the Federal-State program of public welfare 
and we have a large stake in the successful administration of our entire social- 
security program. 

We believe that the experience of the past 22 years has demonstrated the basic 
soundness of the Federal-State public welfare programs. But we believe that 
this experience has also demonstrated that there are gaps in our social-security 
programs which warrant correcting at this time with congressional help. 

It is for this reason that I am here today to reaffirm the position of our associa- 
tion that a well-rounded and improved system of social insurance and public 
welfare is basic to the security of all the people of the Nation. 

We, therefore, urge that you give favorable consideration to the enactment 
of unemployment insurance, public assistance, and social-security improvements 
at this session of Congress. 
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FepERAL LEGISLATIVE OBJECTIVES, 1958, AMERICAN PUBLIC WELFARE ASSOCIATION 


(Prepared by committee on welfare policy; approved by the board of directors, 
December 3, 1957) 


The American Public Welfare Association believes that the States and their 
political subdivisions have the primary responsibility for developing and admin- 
istering public-welfare functions in the United States. The Federal Government 
has the obligation to develop nationwide goals and to use its constitutional taxing 
power to equalize the financing of public welfare so that public-welfare services 
may be available on a reasonably equitable basis throughout the country. The 
association’s legislative objectives are based on these premises and on recognition 
of the importance of encouraging self-responsibility and assuring humanitarian 
eoncern for individuals and families. 

To accomplish these purposes the association believes that : 

Jontributory social insurance is an effective governmental method of pro- 
tecting individuals and their families against loss of income due to unem- 
ployment, sickness, disability, death of the family breadwinner, and retire- 
ment in old age; 

Public-welfare programs should provide services to all who require them, 
including financial assistance, preventive, protective, and rehabilitative serv- 
ices, and should be available to all persons without regard to residence, settle- 
ment, or citizenship requirements ; 

The benefits of modern medical science should be available to all; and to 
the extent that individuals cannot secure them for themselves governmental 
or other social measures should assure their availability; democracy has 
a special obligation to assure to all the Nation’s children full opportunity 
for healthy growth and development. 

These general principles are amplified in other policy statements approved 
by the board of directors of the association. The welfare policy committee of 
the association has reviewed all of these statements in the light of current needs 
and has developed specific legislative objectives for 1958. While the following 
list does not include all of the association’s policy positions, it presents in con- 
densed form those legislative objectives which are most likely to be ef current 
significance. 


PUBLIC WELFARE PROGRAMS 
Scope of program 

1. The comprehensive nature of public welfare responsibility should be recog- 
nized through Federal grants-in-aid which will enable the States to provide 
financial assistance and other services not only for the aged, the blind, the dis- 
abled, and dependent children, but also general assistance for all other needy 
persons. 

2. Federal financial aid should be available to assist States in carrying out 
their responsibilities for preventive, protective, and rehabilitative services to all 
who require them. 

3. The Federal Government should participate financially only in those assist- 
ance and other welfare programs which are available to all persons within the 
State who are otherwise eligible without regard to residence, settlement, or 
citizenship requirements. 

4. The aid to dependent children program should be strengthened by providing 
Federal aid to the States for any needy child living with any relative. 

5. Specific provisions should be made for Federal financial participation in 
the maintenance of children who require foster care. 

6. Restrictions limiting use of Federal child welfare services funds to rural 
areas and areas of special need should be removed. 

7. Federal financial assistance should be made available to the States in pro- 
grams for the prevention and treatment of juvenile delinquency, including 
research and the training of personnel. 

8. Additional Federal funds should be provided to the States to help meet the 
needs of mentally retarded and other handicapped children. 

9. The category of aid to the permanently and totally disabled should be 
modified through eliminating the Federal restriction requiring a disability to 
be permanent and total and through eliminating the age requirement. 

10. The Federal Government should participate financially in the development 
of specialized services for the aged, irrespective of financial need. 
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Methods of financing programs 


11. The continuation of the Federal open-end appropriation is essential to a 
sound State-Federal fiscal partnership in all aspects of public assistance. Since 
it is not possible to predict accurately the incidence and areas of need, flexibility 
is necessary in financing public-assistance programs. 

12. Federal participation should be on an equalization grant basis provided by 
law and applicable to financial assistance (including medical care), welfare 
services (including child welfare), and administration. 

13. No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services, or 
administration. 

14. Federal maximums on individual assistance payments should be removed. 
So long as Federal legislation sets maximums on Federal participation in publie 
assistance payments, such Federal financial participation should be related to the 
average payment per recipient rather than to payments to individual recipients, 

15. Federal maximums on medical-care payments in public assistance should 
be removed. Until such maximums are removed, provision should be made both 
for matching of average vendor payments for medical care within any assistance 
ceilings and for maintaining the separate matching basis for medical care. 

16. Federal aid for public assistance should be on the same basis for Puerto 
Rico and the Virgin Islands as for other jurisdictions. In particular, the annual 
dollar limitations on Federal participation should be removed. 

17. The funds authorized and appropriated for child welfare services in the 
Social Security Act should be increased to an amount sufficient to stimulate and 
support the development of adequate State programs. 

18. Provision should be made in the law for redistribution of Federal funds 
appropriated for child welfare services so that allotments not used by a ‘State 
in any year could be redistributed to other States or could be made available to 
that State the following year. 

19. The Federal Government in cooperation with the States should study the 
restriction on Federal financial participation in assistance payments to adults 
living in public nonmedical institutions. 

20. The Federal Government should participate financially in the costs of any 
State and local civil defense welfare services. 

21. Federal legislation should provide funds for repatriation from abroad of 
American nationals in need of assistance. 


Administration 


22. Adequate and qualified personnel is essential in the administration of public 
welfare programs. Federal financial participation in administrative costs of 
State welfare programs should be sufficient to enable States to provide for the 
adequate administration of all welfare programs. 

23. Adequate Federal funds should be authorized on a permanent basis to assist 
States in training staff for State and local public welfare programs and moneys 
should be appropriated for this purpose. 

24. Public welfare programs in which the Federal Government participates 
financially should be administered by a single agency at the local, State, and 
Federal level. 

25. Federal, State, and local public welfare agencies should participate in and 
assist in the administrative coordination of all related programs in which there 
is Federal financial participation. 

26. The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


SOCIAL INSURANCE PROGRAMS 
OASDI 


27. The contributory old-age, survivors, and disability insurance program, as a 
preferable means of meeting the income-maintenance needs of people and as a 
means of keeping the need for public assistance to a minimum, should be 
strengened by making benefit payments more adequate; by increasing the amount 
of earnings creditable toward benefits to keep that amount in line with current 
conditions ; by providing benefits for disabled insured persons of any age and for 
their dependents ; by extending coverage to earners still excluded. ‘To the extent 
that these changes increase the cost of the program, contributions should be in- 
creased to insure the financial stability of the program. 

28. Hospitalization costs of old-age, survivors, and disability insurance bene- 
ficiaries should be financed through the insurance program. 
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29. The funds of the insurance program should be available to help store 
«disabled people to gainful employment where it reasonably appears such expendi- 
tures would result in a net saving to the fund. 

30. The membership of the Advisory Council on Social Security Financing, 
established by the 1956 amendments, should include representation from public 
welfare and its functions should be broadened to include responsibility for rec- 
ommending improvements in all aspects of old-age, survivors, and disability 
insurance, with particular emphasis on methods of keeping the program in line 
with current economic conditions and with changes in levels of living. 

31. Adequate and qualified personnel are essential in the administration of the 
old-age, survivors, and disability insurance program. Federal funds should be 
made available for the training of staff in institutions of higher learning. 
Unemployment insurance 


32. The unemployment insurance program should be strengthened with respect 
to extension of coverage; adequacy of benefit payments and duration; and less 
restrictive eligibility and disqualifications provisions. 

Other social insurance 


33. Study should be given to ways of improving and extending temporary 
disability insurance benefits and workmen’s compensation programs. 


RESEARCH AND DEMONSTRATION PROJECTS 


34. Federal funds should be authorized and appropriated for research and 
demonstration projects in all aspects of social security and public welfare. 


RELATED PROGRAMS 


35. The Federal Government should provide leadership, funds, and research 
for the promotion of health and the prevention of sickness and disability con- 
tributing to dependency. In particular, the amounts authorized and appropri- 
ated for maternal and child health and crippled children’s services in the Social 
Security Act should be increased. 

‘86. Federal financial participation in the vocational rehabilitation program 
should be available to serve all vocationally handicapped persons who present 
reasonble possibilities of attaining a vocational objective. 

37. The Federal Fair Labor Standards Act should be amended to extend cover- 
age and to increase the minimum wage in line with current conditions. 

Mr Couen. In line with what Senator Carlson and Senator Douglas 
have said, to qualify myself I did help in the drafting of the original 
State unemploy ment insurance laws, in the research ‘for the original 
1935 Social Security Act and participated in the amendments of 
1939 when Senator Carlson was a member of the Ways and Means 
Committee that sent amendments over here and I w orked with the 
various advisory councils on social security that Senator Douglas 
was a member of in those days. 

At the present time I am teaching social security at the University 
of Michigan, but I am testifying “here today in my capacity as a 
member of the welfare policy committee of the American Public 
Welfare Association. 

In brief, what I would like to say today is this: Our association 
believes that it is urgent for the Federal Government to take some 
action in the field of unemployment insurance in order to help the 
States meet their responsibilities. 

Secondly, we believe that this will not be done if you deal only 
with unemployment insurance. There are grave defects in our other 
social-security programs to meet the needs of unemployed people, 
particularly our assistance laws. We would urge you to give con- 
sideration to improving the Federal grants for public assistance for 
the large number of needy people who are not now adequately taken 

care of, and we would certainly urge that you increase the old age, 
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survivors’, and disability insurance benefits at this session as a direct 
simple way of taking Federal action to meet the problem of lack of 
purchasing power among the American people. nat 

So I would like to.touch on each one of those three points if I may 
very briefly. 

Senator Frear. Mr. Chairman, is the witness going to testify on 
H. R. 12065 or on welfare ? 

Mr. Couen. Yes, sir; I am going to testify on H. R. 12065, ] 
was just trying to present the broad scope of our point of view ana 
1 will now deal with unemployment insurance. 

Senator Frear. I, as a member of this committee, would like to 
hear what you have to say since you come here with such a fine repu- 
tation, but I think Mr, Chairman, that the testimony should be limited 
to the bill. 

Mr. Conen. My primary position on the bill is that if you pass 
the bill as it is in its present form, not more than about 6 States will 
be able to take advantage of it, and therefore, I think that it will 
be very incomplete and inadequate. 

The CHairman. Will you explain that? 

Mr. Couen. Yes, I will. 

The Cuairman. Do you mean if the legislatures meet they won’t 
be able to take advantage of it / 

Mr. Couen. No, sir; I mean that the bill as passed by the House 
and pending before your committee in its present form will not be 
taken advantage of by more than about six States because of the 
requirement fox 

The CuarrmMan. You made the statement that only six States could 
take advantage of it. 

Mr. Conen. L.am saying that only 5 or 6 States will actually qorac- 
tically take advantage of it. 

The CuHarmman. How do you know that? 

Mr. Conen. Because the provision requiring the States to repay 
the amounts by 1963, as contained in the bill, will create so many 
legal and practical problems for the States that if they are to take 
any action, they will take action on their own account irrespective of 
the passage of his bill. 

The CHarrman. This is in your individual judgment / 

Mr. Conen. Yes, sir. 

May I say, Senator, that I think the requirement in the bill for the 
States to repay the amounts not only creates a practical barrier to the 
States, but I think it is unfair to the States to ask them to repay the 
amounts in the way the bill provides because it would further intensify 
the interstate competition that exists and make it more difficult for the 
States. 

In other words, as has been pointed out here and as the distinguished 
Senator from Virginia has stated, the States have plenty of money 
now, with perhaps one exception, Alaska, which is defined as one of 
the States in the statute. Perhaps every other State in the Union has 
enough money at the present time to amend their own laws on their 
own without this legislation, and to require them to repay in the form 
in the bill, will further widen the spread of costs, intensify interstate 
competition and the net result, in my opinon 

The Cuatrman. In other words, you do not see any need for the bill? 
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Mr: Coven. | do not see any real need for the bill in its present 
form, but I do think that in order to increase the unemployment bene- 
fits to the States, which I think is urgent, the States should be given 
the opportunity to extend their benefits by making agreements with 
the Federal Government, and the cost could be charged against the 
existing $750 million which has been taken in by the BK ederal Govern- 
ment from unemployment taxes, which has not been used. 

May I explain that, because that point has not been brought up. 
When you asked earlier today, has all the money for unemployment 
insurance been conserved, the Federal Government is holding $750 
million of unemployment insurance money which has never been used. 

The Cuamman. You refer to basic legislation authorization. There 
was no appropr iation. 

Mr. Conen. No appropriaton has ever been made. It was origi- 
nally authorized under the terms of the George Loan Act as passed by 
this committee in 1944. 

It never has been used. I believe it would be far more desirable to 
authorize an agreement with each State and deduct the amount paid 
from the amount authorized there which would make it possible then 
for each State to extend its unemployment benefit as an agent of the 
Federal Government, as is provided in the other statutes with respect 
to Federal employees and so on, and get away from all this difficulty 
that has been presented about whether the States can take advantage of 
this statute in its present form. 

The CuarrMan. You would give it to the States now, is that it? 

Mr. Conen. I would authorize each governor in his discretion if he 
wished to take advantage of it to do so by making it a charge ¢ igainst 
this account. 

Senator Kerr. Against what account ? 

Mr:.Conpn. This $750 milion. 

Senator Kerr. That is not an asset of the States, is it ¢ 

Mr. Conen. It is an asset of the Federal unemployment account. 

Senator Kerr. I thought it was an authorization in existence but 
with reference to which no appropriation has been made. 

Mr. CoHen. No appropriation has been made because up to this time 
it was not necessary to do so. 

Senator Kerr. There is no mandatory section in the authorization, is 
there / 

Mr. CouEen. No, sir, there is not. 

Senator Kerr. So that the States have no asset by reason of the 
existence of that unexhausted authorization, and could not have unless 
there was a law making an appropriation and fixing the manner of 
disbursement ? 

Mr. Conen. Absolutely, and that is what I am recommending. I 
am saying that the Federal Government has been for the past 20 years 
subsidized by the unemployment insurance system. There has been 
no subsidy from the Federal Government. 

The Cuamman. You think unemployment insurance is a Federal 
obligation then and not a State obligation ? 

Mr. Couen. Sir, I think that the unemployment insurance system 
of the United States that we have today would not be in effect if you 
had not in 1935 passed this uniform Federal tax of 3 percent, whic h in 
effect created for most. States the State unemployment insurance laws. 
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The CuarrmMan. You do not believe then that the employers—the tax 
they pay is the basis of all of this program—should pay the tax which 
raises the money to pay those who are not employed. When you speak 
of an authorization 
is not an asset because if we actually appropriate and spend we will 
have to add it to the deficit. How do you get an asset out of that ? 

Mr. Conen. Yes. 

The Cuatrman. Where is the asset if you have to borrow the money 
and add it to the deficit ? 

Mr. Conen. The Federal Government. has taken $750 million from 
the unemployment insurance system of the United States and used it 
for general revenue financing over the past 20 years. 

The Cuatrman. Where? 

Mr. Conen. During the period from 1935 to— 

The Cuarrman. That has been in the form of unused authorization. 
It takes an appropriation to make that money available. 

Mr. Couen. I agree, Senator. 

The Cuarrman. It hasn’t been available? 

Mr. Couen. It has not been available because it has not been neces- 
sary in 

The Cuamman. We have many authorizations. 

Mr. Conen. Right. 

The CuatrmMan. You are familiar with the procedure here. We have 
hundreds of authorizations against which appropriations have not 
been made. 

Senator Doveras. I wonder if this can’t be cleared up in this way. 
T had not known about this authorization of $750 million. Do I un- 
derstand you, Mr. Cohen, to say that this $750 million is the difference 
between the Federal Government’s assessement of three-tenths of 1 per- 
cent upon the payroll and the amounts previously advanced to the 
States for costs of administration ? 

Mr. Couen. Yes, sir. 

Senator Dovueias. So that the Federal Government collected in 
years past $750 million more than it gave to the States for adminis- 
tration ? 

Mr. Conen. That is correct. 

Senator Doveras. And that $750 million went into the General 
Treasury ? 

Mr. Conen. It did. 

Senator Doveras. And that the subvention legislation to which you 
refer is Senator George’s legislation authorizing this to be used as 
an added fund for the State systems ? 

Mr. Cowen. I want to make this point clear. It was not at that time 
made as a subvention of the State system. It was a part of the 
original money to be used as a loan fund created in 1944. 

Now Senator Byrd is correct that it is not an actual asset at. this 
moment. 

The Cuarrman. Wait a minute, you have just told Senator Douglas 
$750 million has been collected from the States and used by the 
Federal Government. 

Mr. Conen. Yes. 

The CHarrman. They have used it for administrative expenses? 

Mr. Conen. No, sir; they have not, Senator. ; 

The Cuarrman. It went into the Federal Treasury ? 
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Mr. Couen. Yes, sir. 

The Cuairman, That is what happened ? 

Mr. Cowen. Yes,sir. There is $750 million—— 

Senator Kerr. That was the provision of the act. 

Mr. CoHen. That is right; it is legal. 

The CuHatrMANn. To have used it as you suggest was authorized, 
but it was not mandatory, and it was not done. 

Mr.Couen. Can I start over because I think this illustrates 

The CuHarrMAN. An authorization is not a completed appropriation. 

Mr. Couen. Senator, may I say this? 

The CHairman. Let’s get this straight because from a man with 
your background this could be regarded as an astonishing statement. 

Mr. Conen. About $750 million has been collected from the em- 
ployers of the United States from the three-tenths of 1 percent Fed- 
eral excise tax that was created in 1935 beyond what has been re- 
turned to the States. 

The CuHarrman. What did the Federal Government do with that 
money ¢ 

Mr. Conen. The Federal Government put it in the general fund 
and spent it. 

The Cuarrman. The administrative expenses were paid. 

Mr. Conen. That is right, so far. 

The Cuairman. As provided by the law, 

Mr. Coven. And there was still $750 million left over 

The Cuarrman. And $200 million was used to establish the loan 
fund as required by law? 

Mr. Conen. And there is still $750 million left over. 

The Cuarrman. And you are saying $750 million went into the 
general fund after all the legal requirements were met 

Senator Cartson. Mr. Chairman, the facts are as he has stated, that 
we have collected in this Nation $750 million more by the three- tenths 
of 1 percent collection than has been expended by the States for ex- 
penditures, and this is State money collected by the States, sent into 
the Federal Government and they have spent it in the general funds. 

Senator Kerr. It wasn’t collected by the States. 

Senator Carison. Three-tenths of 1 percent, the $750 million not 
spent for expenses of the operations. 

Senator Kerr. But not collected by the State. 

The Cuamman. Has it been spent on this program ¢ 

Mr. Conen. No, Senator, it has not. It has not been spent in this 
program. 

The CHairmAn. Then you say the cash of the Federal Government 
has been augmented by $750 million from this source ? 

Mr. Conen. Yes, sir. 

The Cuamman. Independent of the cost of this program ? 

Mr. Conen. Yes, sir. 

There is an excess, and you may ask the Secretary of Labor. I do 
not know the exact figure, whether it is $739 million or $789 million 
at the present time. Roughly it is $750 million that the Federal 
Government has collected from employers as a Federal excise t ax. 

The CHarrman. Was any special use made of that money ? 

Mr. Conen. The Federal Government each year from 1936 through 
1954 took that money, put it in the general fund and it was spent as 
a general cost of Gover nment, 
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Senator Kerr. Regarded as part of the tax income of the Govern- 
ment. 

Mr. Conen. At that time. 

The Cuarrman. At that time. 

Senator Kerr. Each yea 

Mr. Conen. Each year, 

Senator Kerr. Including 1957. 

The Cuatrman. $200 million of it went into the loan fund. Is that 
true ¢ 

Mr. Conen. Yes; but that only began to happen in 1954. 

The Cuarrman. What about the expenses of administration ? 

Mr. Conen. That has been paid out each year and there is still 
$750 million left over beyond the $200 million, and the approximately 
$250 million spent each year for administrative expenses. 

Senator Doveras. Mr. Chairman, I think we ought to congratulate 
this witness on finding $750 million. 

The Cuarrman. Then he says it is in a basic authorization for which 
no appropri: ition has been enacted. It is a pretty mixed-up affair. 

Senator Martin. I would like to correct the distinguished Senator 
from Illinois a little bit. We have not found it. It has been spent. 

Mr. Conen. It has been spent, Senator Martin, but in my opinion 
it belongs to the unemployment insurance system of the United States 
and not to the general revenues. You would not have had a Federal 
excise tax on employers of 3 percent—— 

The Cuarrman. I would like to ask Mr. Stam to make a thorough 
investigation of the contention in order to make the record accurate 
and complete. 

(The information as furnished by Mr. Stam appears at p. 340.) 

Mr. Cohen, you will agree that a simple authorization in basic law 
without appropriation does not necessarily constitute a commitment. 

Mr. Conen. I agree with you, Senator. 

The Cuarrman. Why do you bring this matter up in connection 
with this bill? I do not understand that. 

Mr. Conen. Because you have authorized it in the law. It belongs 
to the unemployment insurance system, and I think you ought to use 
it, amend the law and use it for the unemployment program of the 
United States. 

The Cuarrman. In order to save time, Mr. Stam, who is very com- 
petent, will investigate. 

Senator Kerr. If I may interpose an observation, I think the wit- 
ness has used the word “authorization” differently than you or I would 
use it, and when he did, I want to say that it threw me off just as it 
did the chairman, but from his subsequent statements, I believe it is 
clear that he did not use the term as we commonly use it here in 
reference to matters where Congress authorizes flood-control projects 
or an amount for highway construction, which authorizations are in- 
effective unless implemented by an appr opr iation. 

Senator Martin. There are really two steps. There is authoriza- 
tion and then appropriation. 

Senator Kerr. In the ordinary sense that we use the term, but I do 
not think the witness used it in that respect. The witness did not 
refer to that operation. What he has referred to is this three-tenths 
of 1 percent, which the Senator from Oklahoma laboriously informed 
himself on a little earlier in the day as being collected by the Federal 
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Government in the form as the Senator from Delaware says of an 
excise tax from the employers, and which was intended, I believe, 
to begin with to pay the expense of the operations of the State’s funds, 
and the machinery was set up in the act for the Federal Government 
to transmit whatever part of that was needed by the States to pay 
for their operation of the fund. 

Mr. Couen. Yes, sir. 

Senator Kerr. At a later time, then, there was a law passed creating 
a loan fund of $200 million out of the proceeds of that tax, which has 
been created and set up, and the three-tenths of 1 percent has been 
used to pay the States’ operations and, second, to make the $200 
million available and in addition, according to the witness, the collec- 
tions have brought in an additional $750 million which each year has 
gone into the general revenue fund of the Treasury, and been appro- 
priated out by acts of Congress. 

The CuHarrMaAn. The previous testimony has been that any excess 
above the amounts necessary for administrative expenses and the 
loan fund have gone back to the States. 

Mr. Conen. Yes, Senator; it has under the Reed Financing Act that 
you passed in 1954, but pursuant to the George Loan Act of 1944, 

assed by this committee, there is in section 904 (h) of the Social 

ecurity Act, the establishment of an unemployment account that 
authorizes this excess to be earmarked in the Federal Treasury, and 
when I use the term “authorization,” I use it in the conventional sense, 
that it was authorized to be put in this account, but no appropriation 
has been requested by any Federal department and no appropriation 
has been made by Congress. 

The Cuarrman. The authorization has not been exercised ? 

Mr. Conen. You are correct, Senator; there has been no appro- 
priation. 

The Cuarrman. We agree on that. 

Mr. Conen. Yes, sir. 

Senator Dovucias. Mr. Cohen, is this $750 million in addition to 
the $200 million ? 

Mr. ConEN. Yes, sir. 

Senator Dovaetas. So that the two together would be $950 million ? 

Mr. Conen. Actually, there has been much more, because, as Sen- 
ator Kerr says, you have got four ways that this money has been 
distributed. 

It goes each year to pay the cost of administration of the State 
law on a 100-percent grant basis. 

Senator Kprr. On the State program ? 

Mr. Conen. On the State program. Some money goes to make 
that $200 million and to keep it at $200 million in the loan fund. 

If there is any excess in any year, it is rebated back to the States. 

The Cuarrman. That is what I said. You said a minute ago that 
it went into the General Treasury. 

Mr. Conen. And there is $750 million in addition that hasn’t gone 
back to the States. 

Senator Kerr. But that was prior to 1956, 

Mr. Conen. That was prior to 1954. 

Senator Kerr. Prior to 1954? 

Mr. Conen. When you amended the law. 
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Senator Kerr. Beginning in 1954 any amount, keeping the loan fund 
at $200 million and paying the oper ation of the States, since 1954 that 
surplus has gone back to the States ? 

Mr. Conen. That is correct. 

Senator Kerr. From whence it came? 

Mr. Conen. That is correct. 

Senator Kerr. But prior to that 1954 law, there had been an amount 
of approximately $750 million collected and in those years before 1954 
it has gone into the general account of the Treasury and appropriated 
ont by acts of Congress ? 

Mr. Conen. Yes; and may I say, Senator, so Mr. Stam will have it, 
there is a comprehensive report made by Dean Fauri of the School 
of Social Work of the University of Michigan, which tabulates all the 

various ways in which this money has been used and Mr. Stam should 
have access to that report in making his statement on this. 

The Cuatrman. Isthat itemized, Mr. Cohen ? 

Mr. Couen. Yes, sir. 

The CHatrMan. So much every year? 

Mr. Conen. Yes, sir; there is a complete table on that. 

Mr. Sram. I understood that that money which you are talking 
about has already been spent by the Federal ‘Government. 

Mr. Conen. Absolutely. That is what I am objecting to. 

Mr. Stam. So there would have to be an appropriation ? 

Mr. Conen. Right. I am objecting to the fact that the Federal 
Government has used unemployment-insurance money to finance the 
general debt of the United States, when it ought to be used to finance 
the unemployment-insurance system. 

Senator Frear. [think you have a point. 

Mr. Stam. I might say, Mr. Cohen, you and I both remember the 
history of this social-security law, and you will remember the fact 
that it was said that we couldn’t put it in a separate fund, in the begin- 
ning, because it might jeopardize the constitutionality of the tax, so 
that the tax part was kept separate from the rest of the act, and 
there were separate appropriations made by the Congress to make up 
any amount that was needed to finance the program. 

Now the question is that this money has all been spent ? 

Mr. Conen. It has. 

Mr. Stam. It was coMected as a separate tax not dependent on the 
unemployment, and, as I understand it, the Congress did recognize 
some years ago that there might be some moral obligation there, no 
legal oblig ation, but this fund has been used ever since 1936. 

Mr. Conen. And I want to maintain the integrity of this unemploy- 
ment insurance system by seeing that all the money raised by unem- 
ployment insurance is used by unemployment insurance, and that no 
general revenue funds at the present time be used so that it cannot 
be called a dole. 

May I also say, Mr. Stam—perhaps Senator Byrd, you would like 
to suggest this—I have serious doubts, although I am not a lawyer, as 
to whether the provision in the bill making it necessary or possible for 
each State to change the credit offset provision, if it takes advantage of 
this, meets the constitutional provision of a uniform excise tax, and 
I think you ought to look into that. 

The Cuarrman. What is your opinion on that, Mr. Stam ? 
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Mr. Sram. My opinion on that. is, in view of the decisions of the 
court that have applied—for example, in the State tax credit and in 
community property credit—that the Supreme Court doesn’t apply 
with uniformity the rule of the Constitution as being governed by the 
various conflicting laws of the various States, so there is certainly a 
strong possibility that the would be upheld. ye 

Mr. Couen. I certainly think, Senator Byrd, that it is a bad prece- 
dent if it is not unconstitutional to further make it possible to vary this 
so-called uniform excise tax still more State by State, and I would cer- 
tainly suggest that if you are going to use that general approach, it 
would be much better to make the offset provision changed for the 
entire United States than to change it State by State. 

I think you are getting into a whole host of future difficulties. 

Senator Frear. Mr. Cohen, you are saying there is the same com- 

titive disadvantage in the property tax between the States? 

The CuairmMan. Or any other tax / 

Mr. Conen. Let me put it this way, Senator. When you enacted 
this 3 percent tax in 1935, you did so in order to protect the four 
States at that time that were considering unemployment. insurance 
and others didn’t feel they could do it unless pretty much the same 
general burden was put on employers elsewhere. 

Now, whatever you may say about the property tax, this is an 
excise tax on employment. 

The Cuairman. But, Mr. Cohen, there are differentials all through 
this. 

Mr. Couen. Absolutely. 

The CuairmMan. There is the question of how much unemployment 
acertain industry will have. 

Mr. Couen. Right. 

The CuamrMan. Now, you are talking about a uniform tax. 

Mr. Conen. I say, Senator, that the more you make that variation, 
the greater you are putting burdens 

The CuarrMan. You don’t think that States that don’t have unem- 
ployment should be penalized because other States need more funds ? 

Mr. Couen. No, sir. 

The CuarrmMan. You still think the money should come from that 
particular State, don’t you ¢ 

Mr. Conen. Yes, sir, but I do not think 

The Cuatrman. Virginia, then, would have a competitive advantage 
over some other State which has more unemployment / 

Mr. Couren. Yes, sir. 

The Cuarrman. You can’t get uniformity. It is impossible to do it. 

Mr. Conen. But there is too much lack of uniformity in the present 
system. 

Virginia is not adequately protected at the present time. If the 
State of Virginia wants to do a good job by itself, which I assume it 
wants to do, then each time it wants to increase its benefits, it has 
got to think as to whether all the competing States will put the addi- 
tional cost upon their employers, and I say that acts as a disadvantage 
tothe State of Virginia. 

The Cuairman. Would you advocate a uniform income-tax pro- 
Vision or not ¢ 


Mr. Conen. No, sir, I would not limit the States in this respect. 
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The Cuarmman. Would you advocate a uniform gasoline tax? 

Mr. Couen. Senator, let me start this way. 

The Cuairman. You can’t get rid of the differentials between the 
States because the States are separate entities. They are not the 
Federal Government. 

Mr. Couen. May I answer your question this way? In 1948 Sen- 
ator Millikin appointed a very distinguished committee of 17 people, 
to make a report to this committee on unemployment insurance. 

In those 10 years, your committee has not considered the recom- 
mendations of that group of distinguished people which did suggest 
putting a minimum tax on employers and employees. 

I hope you will pardon me if I say, and I cast no aspersion on the 
committee, but for 10 years there has been pending before this com- 
mittee the report of that advisory committee on changes in unem- 
ployment insurance to help protect the States by establishing this 
idea of a minimum rate, and the committee has not considered it, and 
I say, if you want to help the States achieve their goal, and you want 
to retain the State system of unemployment insurance, you must put 
some more underpinning to protect the States. 

The Cuarrman. Here is a decision of the Supreme Court. I don’t 
often quote from decisions of the Supreme Court. 

Mr. Stam, will you explain the situation with respect to nonuni- 
formity of inheritance taxes ? 

Mr. Couen. Senator, I hope very much that before you complete 
this hearing or some other hearing, you will review carefully the 
recommendations made to your committee by the advisory council of 
1948. The points they made about the unemployment insurance 
system have remained dorman for 10 years and I think the problems 
you face today on unemployment insurance and that you are going to 
face in the next 20 years have not been solved, and I urge you very 
seriously to give considerations to those suggestions for doing so. 

The Cuarrman, I was not chairman. 

Mr. Cowen. That committee, as you will recall, was appointed 
jointly with concurrence of Senator George and Senator Millikin. 
There were 17 very distinguished people and I think their report 
merits your earnest consideration. 

Senator Frear. Do you think that the proposals offered by this 
committee should be adopted, I mean by this committee appointed by 
the Finance Committee ? 

Mr. Couen. I do not myself agree with the recommendations in 
every detail, but the fundamental point that the Senator made is the 
crucial heart of this question. 

How can you protect the States—and I assume that is what the 
Senator is interested in, protecting the States—to do two things: To 
meet their obligations in dealing with the problem of unemployment 
and at the same time not have adverse competitive situations from 
other States. 

The council that was appointed at that time tried to deal very 
earnestly with a very complicated question. 

They came up with a specific recommendation that there be a uni- 
form three-quarters of 1 percent tax on all employers throughout the 
Nation, plus an employee tax. 

The CuHatrman. Do you mean regardless of how much unemploy- 
ment there is in the State? 
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Mr. Couen. Yes, sir. 

The CuatrmMan. In other words, those States that don’t have un- 
employment would then pay for the States that do have unem- 
ployment ¢ 

Mr. Couen. In the recommendations at that time—— 

The Cuarrman. That is entirely contrary to the whole fundamental 
principle of the unemployment insurance. 

Nobody knows that better than you do. 

Senator Frear. Was this three-quarters of 1 percent going to be 
credited to the State and only used by the State or could it be 
credited to an account and used by any State ? 

Mr. Couen. Eighty percent of the three-quarters of one percent 
was to be used by each individual State. 

The Cuarrman. How are you going to get uniformity when you 
don’t have uniformity of unemployment ? This is supposed to fi- 
nance the unemployment in the respective States? 

Mr. Conen. Senator, you are quite correct that there is no uni- 
formity of unemployment, but the trouble with the present situation 
is that you do not have the same benefits in every State applicable 
in every State. 

The Cuatrman. Mr. Cohen, I have studied taxes a great deal. I 
have had the experience of being Governor of the State of Virginia. 
I have been in the State senate and so forth. 

Taxes differ in States. Some States have a sales tax. Virginia 
is trying to avoid a sales tax. The District of Columbia has a sales 
tax. 

Now, so long as Virginia does not have a sales tax, it has a com- 
petitive advantage. To carry your theory to its ultimate conclusion, 
all the State taxes should be the same so there wouldn’t be any com- 
petitive disadvantage between the States. That is not a good practice 
because an economical State with low taxes should have that advantage 
in encouraging industry to come to that State, and it is good for 
industry and individuals to look for such a State. 

Mr. Conen. Why did Congress enact, then, Senator, the original 3- 
percent excise tax in 1935? 

The Cuarrman. I am discussing with you your premise which I 
understand to be that there ought to be uniformity among the States 
in unemployment taxes. 

I call attention to the fact there is no uniformity in taxes, inheri- 
tance taxes and others, in the different States. ‘There are some States 
like Florida where they have no inheritance tax, isn’t that correct? 

Mr. Sram. That is right. 

The Cuatrman. And, therefore, they have attracted a lot of resi- 
dents. 

Would you change that ? 

Mr. Conen. No, “but the very reason was in 1926 you created a credit 
offset tax in the inheritance tax field to encourage every State to have 
an inheritance tax, because you do recognize that some of these lacks 
of uniformities that exist whether in the payroll tax or other, presents 
a very serious problem for the States. 

The Cramman. You and I differ on that. You want every State 
to be uniform. You would not allow a State the chance to become 
attractive to industries. 
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Mr. Courn. I think we would have to discuss that in some more 
detail, Senator, to reach a meeting of minds. 

The CHamman. Let’s discuss it privately. 

Mr. Counen. I think you and I are closer together than you recog- 
nize. 

The Cuarrman. I hope we are, but I don’t recognize it. You have 
been before the committee and I admire your ability and knowledge 
but I am in complete disagreement with you on that subject. 

I don’t want to curtail your testimony. 

Mr. Conen. I would like to say this, Senator, just on the point I 
made. I hope very much that at some time, if not now, you will be 
able to give consideration to improving our assistance laws because 
unemployment insurance cannot meet the whole problem of unem- 
ployment. 

The difficulty that is presented here before the committee is that 
you are faced with the dilemma of trying to push unemployment 
insurance to meet the entire problem when that is not what it was 
set up for, it is not what it can do, and the fact that there are not 
Federal grants for general assistance to meet the increasing assist- 
ance load, in my opinion, is a very serious defect in our program, 
and if I may also point out, your distinguished advisory council of 
1948 so recommended that to your committee. 

It has not been acted upon in the 10 years, and I would urge you 
very seriously, if it were at all possible, to consider that in meeting 
the situation. 

Finally, I would also like to point out, perhaps a slight modifiea- 
tion of what by friend Mr. Williamson stated. In 1945 this com- 
mittee did report out a bill and it passed the Senate, a proposal to ex- 
tend unemployment insurance benefits for 26 weeks under the stimu- 
lation of both Senator Vandenberg, as I recall it, having worked with 
the committee at that time, and Senator Geor ge. This committee at 
that time did expand the Federal Government’s responsibility to meet 
unemployment by recommending a 26-week extension. 

It was voted on on the floor of the Senate, passed 

The CHatrman. What was that year? 

Mr. Couen. I will give you the exact citation, Senator. You will 
remember the so-called famous discussions over the Kilgore: bill, 
Senator, in 1945. 

The CHarrman. Yes. 

Mr. Conen. And what to do about unemployment at that time? 
In that year, the Senate Finance Committee voted out a bill to sup- 
plement the State unemployment insurance benefits to pay a uniform 
26 weeks at Federal expense. That was passed by the Senate Finance 
Committee and passed by the Senate. 

Therefore, Senator, in my opinion, one has to be very careful in 
talking about whether things like this are in contravention with the 
original law, because I would not make such a statement, because I 
have a great respect for the Finance Committee and what it did at 
that time. 

The CuHarrMan. It was defeated in the House. 

Mr. Conen. The Ways and Means Committee voted 14 to 10 not 
to hold hearings on it in 1945, but the Finance Committee did report 
it out, and I only use that to cite the fact one has to be rather careful 
in talking about what the original intent of the program is and the 
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role of the Federal Government, because that did go, it seems to me, 
rather far in recognizing that the Federal Government had a responsi- 
bility, and it was all out of general funds of the Treasury. 

The CuHarrman. | know, but that was 1945 and it was established 
in 1935. Iam talking about the original concept. 

Thank you, very much, Mr. Cohen. I shall be glad to talk to you 
and see if we can get our minds to meet. 

Mr. Conen. I think we can, Senator. 

The CHarrman. I can’t agree with you that taxes in all States 
should be uniform. We happen to be a confederation of 48 States 
and it is a good thing to have competition between these States. 

It isa good thing to encourage the States to lower the taxes and get 
industry in. 

Mr. Conen. You know, Senator, this unemployment insurance 
program is the most complicated social security program in the 

Jnited States. 

The CuHarrmMan. I agree with you. 

Mr. Conen. And I take at least 3 weeks with my students to just 
tell them what the law is before we even discuss it. 

The CHarrMan. Sometime when we have time, we will have you for 
3 weeks up here. 

Mr. Cowen. Thank you. 

The CHairMan. We area little busy right now. 

The next witness is Mr. Roger H. ‘Davis, group of California em- 
ployers and employer associations. 


Mr. Davis. 


STATEMENT OF ROGER H. DAVIS, REPRESENTING INTER-ASSOCIA- 
TION UNEMPLOYMENT INSURANCE COMMITTEE OF THE STATE 
OF CALIFORNIA 


Mr. Davis. Thank you, Mr. Chairman. With your permission, I 
would like simply to include in the record my prepared statement and 
address myself to a few issues. 

I greatly apprec iate the committee’s patienc e in waiting over and 
listening to me at all. 

(The document referred to is as follows :) 


STATEMENT OF RoGer H. Davis, REPRESE NTING INTER-ASSOCIATION UNEMPLOYMENT 
INSURANCE COMMITTEE OF THE STATE OF CALIFORNIA, May 14, 1958 


My name is Roger H. Davis. I am a member of the Los Angeles law firm of 
Loeb & Loeb, and I represent California employers and employer associations 
before the State legislature in the field of unemployment compensation. 

I am appearing here on behalf of the Inter-Association Unemployment In- 
surance Committee, which is a California organization composed of a broad and 
diversified group of employers offering employment to over 60 percent of the 
California workers covered by this program. The following organizations and 
employers are members of the inter-association : 

Agricultural Producers Labor Committee 

Aircraft Industries Association of America, Inc. 

Building Owners and Managers Association of Los Angeles 
California Association of Employers 

California Electric Power Co. 

California Land Title Association 

California Manufacturers Association 

California Metal Trades Association 
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California Portland Cement Co. 

California Retailers Association 
California Trucking Associations, Inc. 
California-Western States Life Insurance Co. 
Clearing House Associations 
Federal Employers of San Francisco 
Furniture Manufacturers Association of California 
General Telephone Company of California 
Glass Container Manufacturers Institute, Inc. 
Los Angeles Motor Car Dealers Association 
Merchants & Manufacturers Association 
Metal Trades Manufacturers Association of Southern California 
Motor Car Dealers Association of Southern California 
Monolith Portland Cement Co. 
Northern California Ready-Mixed Concrete and Materials Association 
Occidental Life Insurance Company of California 
Pacific Gas and Electric Co. 
Pacific Maritime Association 
Pacific Mutual Life Insurance Co. 

-acific Telephone & Telegraph Co. 
Rexall Drug Co. 
Riverside Cement Co. 
San Bernardino-Riverside Counties Rock Products Association 
Southern California Asphalt Plant Association 
Southern California Edison Co. 
Southern California Gas Co. 
Southern California Restraurant Association, Ltd. 
Southern California Rock Products Association 
Southern Counties Gas Company of California 
Southwestern Portland Cement Co. 
United Employers, Inc. 
Western Growers Association 
Western Oil & Gas Association 

Because of the rapidly increasing population in California and the tre- 
mendous expansion in industrial development, employers in California are vitally 
concerned with measures proposed by the Congress to stabilize our economy. We 
have watched with a great deal of interest the developments in both Houses of 
Congress in the field of unemployment insurance and the facts and figures 
advanced for the purpose of indicating the necessity of Federal action in this 
field. 

The proponents of most of the bills which have been introduced have con- 
tended that Federal action to increase the duration of, and, in some instances 
the weekly amount of, unemployment insurance benefits is necessary and desira- 
ble as one of the methods of alleviating the distress caused by the current eco- 
nomic recession. 

Unemployment statistics. both for the Nation as a whole and for the State 
of California, change from week to week and there has been exhibited con- 
siderable controversy and confusion over the conclusions which may be drawn 
from such statistics. We respectfully suggest that statistics may be very mis- 
leading and that the only statistics concerning the numbers of unemployed 
which can be considered realistic are those which refer to the number of un- 
employed as a percentage of the total labor force. The statistics are, however, 
susceptible of one obvious conclusion. The most serious unemployment has 
been localized in a few heavily industralized States. However, statistics based 
upon the percentage of unemployed to the total labor force even in these States 
indicate that in New York, California, Illinois and Massachusetts the percentage 
of unemployed in 1958, and for comparable months, is substantially below that 
which obtained in the 1948 to 1950 period. In California, insured unemploy- 
ment in the first 3 months of this year, is less than 1 percent higher than the 
average for comparable periods over the past decade. Every indication leads to 
the conclusion that the recession is leveling off in California and each week 
brings improvement in our economy. 

It is important to note that while certain States continue to experience rela- 
tively heavy unemployment, many other States, including those with an indus- 
trial economy, are even now approaching a level of unemployment which is con- 
sistent with the average over the past decade. Accordingly, therefore, it seems 
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clear that the unemployment insurance system which has been in effect in this 
couatry since 1935, and which is founded upon independent State action to meet 
the problems of unemployment as they occur in the respective States, provides 
the only realistic method of dealing with this problem. Overall Federal action 
which blankets in States in which no increases in duration of benefits or other 
substantive changes is indicated statistically, constitutes an unnecessary and 
unrealistic solution to the problem of unemployment as it exists in the various 
States. 

Unemployment insurance as it has been developed in this country was never 
intended to do more than partially cushion the shock of wage loss for tempo- 
rary periods. The report of the Committee on Economic Security made to 
President Roosevelt in 1935, at a time when 20 percent of the Nation’s labor 
force was unemployed, states “We believe it is desirable that workers ordi- 
nariiy steadily employed be entitled to unemployment compensation in cash for 
limited periods when they lose their jobs.” ‘We regard work as preferable to 
other forms of relief where possible. While we favor unemployment compen- 
sation in cash, we believe that it should be provided for limited periods on a 
contractual basis and without governmental subsidies.” The unemployment 
compensation program has been designed along insurance principles to fit a 
specified need in our economy and cannot properly be changed with every dip 
in the level of economic activity. 

This program as it has been developed is designed to operate effectively re- 
gardless of the particular economic forces in operation at any particular time. 
Benefits are paid to individuals as a matter of right and not of need, and the 
formula in effect in the various States for the determination of the duration 
of benefit payments, the amount of benefit payments and to whom they will be 
paid, has been developed in each State according to its respective needs. This 
development has been steady and has resulted in consistent improvement. For 
example, in California the weekly benefit amount has increased by 60 percent 
in the last 5 years. There is no logical reason to abandon the principles of this 
program because of increases in the number of unemployed. Increases in the 
weekly benefit amount cannot be logically equated with increases in the number 
of unemployed, because the weekly benefit amount is calculated to pay a certain 
percentage of the wage loss of individuals regardless of the level of economic 
activity. It is specifically designed to compensate only for partial wage loss 
while, at the same time, leaving unaffected the incentive to work which is so 
basic a part of the American economic system. 

Increases in duration because of increased unemployment are likewise illogical. 
How far should the duration be increased? Should benefit duration be increased 
to the same extent with respect to people who are seldom genuinely attached 
to the labor market, to part-time workers, or students, as it is with respect 
to the breadwinners and principal wage earners of the family? Individuals 
who have difficulty in finding work exhaust their benefit rights every year in 
every State for reasons completely unrelated to the level of economic activity. 
Are these persons likewise to be granted increased benefits simply because there 
are a greater number of exhaustees? 

These benefits are paid for by employers and the contributions constitute a 
tax upon employment. We suggest that increasing taxes upon employment is 
not calculated to increase business optimism. Increasing taxes which must be 
paid by employers as a group is completely inconsistent with the suggestions 
which have been made by the many economists about the need for some form 
of tax reduction. 

In our opinion the bill which epitomizes all of the bad features of Federal 
action in the field of unemployment insurance is one which is not currently 
before this committee, but which deals with the subject matter and which was 
introduced before the various bills proposing temporary Federal action. I am 
referring to S. 3244 by Senator Kennedy. This bill would completely emasculate 
the unemployment insurance system which exists in this country. It would 
substitute Federal standards for the entire country in lieu of those of the various 
States. It would increase benefits to a point which would eliminate incentive 
for many marginal workers to seek work. We believe that S. 3244 would 
effectively hamstring, if not completely eliminate, the operation of the experience 
rating provisions of the unemployment compensation program which insure 
employer participation in this program and which constitute one of the most 
basic features of the program as it exists in this country as distinguished from 
the variety of unemployment compensation systems existing elsewhere. The 
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cost of unemployment insurance as envisaged by S. 3244 in the State of Cali- 
fornia alone would increase for a year like 1958 in the sum of approximately 
$150 million. This cost must ultimateley be borne by the employer-community 
and we cannot overemphasize the detrimental effect such legislation would have 
upon the business community and accordingly upon the economy as a whole, 
H. R. 12065 as originally reported out by the House Ways and Means Committee 
also contained provisions which we violently oppose. That bill would have paid 
16 weeks of benefits to all workers whether or not now covered under the 
employment security program and without regard to the duration of benefits 
to which eligible individuals would have been entitled under the respective State 
laws. The bill provided for financing by direct Federal grant without provision 
for repayment at an estimated cost of $114 billion. No discretion was left with 
the States with respect to the necessity for such benefits and the problems 
inherent in the payment of federally financed benefits to noncovered workers 
stagger the imagination. The cost of administering such a program as compared 
to the existing cost of administration would have been astronomical. 

Although the administration opposed H. R. 12065 as reported out by the 
Ways and Means Committee, the administration’s proposal did not offer a much 
better solution. That proposal, while financially conceived on a much sounder 
basis, would have permitted the Secretary of Labor to pay increased benefits 
through Federal instrumentalities contrary to the wishes of States which do 
not enter into agreements with the Secretary. Such direct Federal intervention 
into State activity would have had grave implications. 

Although we have attempted to indicate herein our views to the effect that 
Federal action in this field is undesirable, we believe that if this committee 
becomes convinced that some Federal action is necessary at this time, the best 
vehicle which has been proposed to date is H. R. 12065 in the form currently 
before the committee. This bill recognizes the principle of keeping the duration 
of benefit payments on a variable basis in accordance with the tests set forth by 
the respective States by requiring that the amount of additional temporary 
unemployment compensation payable to an unemployed individual shall be 
equal to 50 percent of the total amount payable to him under the State law 
pursuant to which he exhausted his benefit rights. Acting apparently on the 
principle that some additional benefit payments should be made to assist needy 
individuals, H. R. 12065 does not attempt to impose Federal benefit or eligi- 
bility standards upon the States. Furthermore, for purposes of financing the 
benefits proposed, the bill utilizes existing statutory means, namely, the so- 
ealled Reed loan fund. Provision is made for repayment in accordance with 
current statutory provisions which now permit payments to be made from that 
fund to States which must replenish their respective unemployment funds. We 
believe, therefore, that if it is the desire of the Finance Committee to report 
favorably on a bill designed to pay unemployment insurance benefits in addition 
to those already provided for by the respective States that it should do so by 
favorable consideration of H. R. 12065. 

However, we would like to emphasize to the committee that any program for 
the payment of federally financed unemployment insurance based upon the need 
of the unemployed runs contrary to the principles upon which this program was 
established. Such payments are in essence relief payments, and, as such, bear 
no reasonable relation to the principle of insuring partial wage loss for tempo- 
rary periods. We are hopeful that any Federal program which becomes law 
will be temporary only and will impose no Federal standards on what is essen- 
tially and properly a State program. We are hopeful that if in future years 
there should be some moderate increase in unemployment because of dips in the 
level of economic activity, attention will not be directed to the action of the 
Congress in 1958 as a precedent for the Federal Government again proposing 
benefit increases in each year that the number of unemployed increases slightly 
over the number in the immediately preceding year. 

In Our opinion American workers are interested in returning to work and 
not in receiving a cash payment in the form of a dole for not working. Legis- 
lative action at the Federal level designed to stimulate the economy should be 
directed entirely toward the creation of jobs in private industry, for private 
business is the only entity capable of employing and supporting the seventy-odd 
million member labor force of this country. 

Respectfully submitted. 

INTER-ASSOCIATION UNEMPLOYMENT 
INSURANCE COMMITTEE, 
By Roger H. Davis. 
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Mr. Davis. My name is Roger H. Davis. I am an attorney and a 
member of the Los Angeles law firm of Loeb & Loeb. I represent 
California employers and employer associations before the legisla- 
ture in Sacr ‘amento. 

I am appearing here on behalf of the Inter-Association Unemploy- 
ment Insurance Committee, which is a group of diversified employer 
organizations representing in excess of 60 percent of the workers of 
California covered under this program. 

I wish to address myself only to some of the points that came up 
in connection with the testimony today, and also to the Secretary 
of Labor’s testimony yesterday. 

I think some comment was made both yesterday and today about 
the fact that there are a number of States which already have very 
large reserves built up, and as a matter of fact, figures indicate that 
as of the end of last year, there were 37 States which could have paid 
benefits at their previous 10-year average rate of benefit expenditure 
for a period of 5 years or more without any additional revenue what- 
soever, and of those 37 States, there were 11 which could have paid 
benefits for at least 10 years without any additional revenue what- 
soever. 

So that there is a considerable number of States which have enough 
revenue, even without additional contributions by employers in those 
States, to pay benefits for a long time. 

Senator Martin. Are those States listed in your statement? 

Mr. Davis. No, sir, they are not. They are, however, listed, I as- 
sume, in the staff statement which the committee has before it. 

Now also a comment was made about the fact that despite these 
large reserves there were very low average tax rates in effect for the 
employers of these various States. 

I would like simply to make the point to the committee that this is 
not necessarily significant, because the facts which I gather that the 
committee has, the statistics before the committee for the first quarter 
of 1958, reflect contributions on pay rolls of the last quarter of 1957 
by the employers in the various States, and at that time many em- 
ployers don’t contribute at all because their payrolls are in excess of 
the taxable payrolls, the taxable wage base in this program, and ac- 
cordingly, the average taxes paid in this quarter would be very low. 

Furthermore, most of the States have multiple tax schedules in 
effect. Mr. Hill referred to that briefly this morning. Under these 
multiple tax schedule systems, when a State has good employment 
experience and when benefit costs are down, as they have been in the 
years 1955 and 1956 and 1957, the tax rates that employers pay in 
the respective States reflect this good benefit experience and are ac- 
cordingly very low. 

In California, for example, we have two tax schedules. There is a 
breaking point between these two tax schedules based upon the amount 
of the fund as a percentage of taxable payroll. This year and for 
the past 5 years, we have ‘been on the lower of the 2 tax schedules, 
that is we pay a lesser amount of tax. 

However, next year, as a result of the benefit expenditures so far, 
we will have to pay on a higher tax schedule. This is an automatic 
provision written into our law, and is to take care of just this kind 
of a situation, so that even though our reserve fund may now be ap- 
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aring to drop in California, and the same thing is true in other 

tates, it will be buffered next year. 

The CHarrman. You have about $900 million, haven’t you? 

Mr. Davis. Yes, sir; we have. We had almost a billion dollars at 
the beginning of this year. It has sunk to about $965 million, now. 
So we will immediately start pouring in more revenue next year, 
which will not necessarily reflect individual eonpiey ment experience, 
but it is simply built into our laws, a protection for this very purpose, 

Now the point I am trying to get at is this: That there are, based 
upon these statistics, a considerable number of States which do have 
large reserves and which can pay increased benefits if they deem that 
such benefits are necessary. Accordingly, we can say, it seems to me, 
at least I would pose this question to the committee, that if these 
States have sufficient money, why aren’t they paying the additional 
benefits? It is not, obv iously, because they don’t have the money. It 
is not because they need to borrow money from the Federal Govern- 
ment, because they have it if they wish to pay it, and I submit to you 
that they are the best people to determine whether or not these pay- 
ments should be made. 

Now, Senator Douglas—and I am sorry he wasn’t able to stay— 
referred to what he considered to be the answer to this particular 
question, at least that is the way I took it. 

He implied in his discussions with the Secretary of Labor yester- 
day that the reasons why the States would not pay these benefits, 
even though they might be considered necessary, were apparently 
two in number. 

No. 1, because this would place the State at a competitive disad- 
vantage vis-a-vis other States. No. 2, because of the employer experi- 
ence rating provisions, the employers would have to pay increased 
taxes and accordingly would oppose any extension of benefit duration 
in respective States. 

Now, I would take the position that the first argument the com- 
petitive disadvantage, which has also been referred to by Mr. Cohen 
here, is a complete non sequitur as an argument. 

I have been representing California employers and have been the 
spokesman for management in California over the past 5 years. I 
have not had the gall, if I may say so, to use this argument as a rea- 
son for opposing any benefit increases which are proposed by or- 
ganized labor in California, because I don’t think it is a valid argu- 
ment. 

I don’t think you can say that a single increase in tax as a result 
of a benefit increase is going to place that State at a competitive dis- 
advantage with respect to other cma 

If you look at the facts, over the past decade, New York, for ex- 
ample, has had an average tax rate of 1.9 percent, Pennsylvania 1.2 
percent, California 1.8 percent, Illinois and Ohio both have 0.9 per- 
cent. 

Now if you say that there is a competitive disadvantage which is at 
issue here, then it is fair to say, it seem to me, that New York and 
California are twice as expensive as Ohio and Illinois, but I have seen 
no relocation of industry. 

I have seen no concern exhibited on behalf of employers on the 
basis that the average tax rate was twice as high in those States as it 

was in Ohio and Illinois. 
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It simply doesn’t make sense. It might make sense if there were a 
great tax rate differential, where one State paid five-tenths of 1 per: 
cent and another State paid 2 percent, so that every employer knew 
when he moved from one State to another, that he would have to pay 
a considerable increase in tax, a 300 percent increase under my ex- 


ample. 

But that is not the case. Employers pay at various tax rates based 
upon their employment experience. The fact that they pay 1.2 percent 
in one State has absolutely nothing to do with what they are going 
to pay in another State, even the same employer. 

So I am taking the position that this is not a valid argument. Work- 
men’s compensation experience is another example where there is a 
great disparity between States, but this does not necessarily mean that 
these States are at a competitive disadvantage with one another. 

With respect to the second point, the experience rating point, I as- 
sume that Mr. Douglas is taking that position because he believes that 
employers customarily, and usually in all States, oppose any benefit 
increases. I would submit to you that in California since I have been 
in this program, benefits have increased over the past 4 years 60 percent 
from $25 to $40 per week at the maximum level. The reason for that 
is not because I am going around handing out employers’ money. 

The reason for it is that public policy dictates it in our State. When 
the question of benefit increases comes up, we get together with organ- 
ized labor. Over long and arduous hours we work out what we think 
is the most reasonable thing from the standpoint of the States, and 
then we confer with the legislature. What comes out, we believe to be 
genuine public policy in California. 

And we believe we are the most responsive to the needs of the people 
of California. Now, actually there are other policy considerations 
involved. 

There are three social insurance programs in California. One is 
workmen’s compensation, one is the disability insurance program, and 
one is unemployment insurance, and we get into the questions of how 
these should relate to one another. Accordingly, you cannot look alone, 
as far as we are concerned, at the unemployment insurance levels and 
come out with an answer which meets all requirements. 

Accordingly, I would say that it is not fair to state that employers 
will automatically oppose these things and that the States cannot do 
by themselves what the Congress has been proposing. 

I recognize that H. R. 12065 does not impose any burden upon the 
States. They can or cannot take advantage of its provisions as they 
see fit. 

Certainly that particular provision of the bill is one which a State 
cannot as such object to, because it is not required to take advantage 
of it. 

Nevertheless, we feel that the idea of Federal action in this area is 
incorrect as a matter of principle, because we believe this program has 
improved over the years. 

We believe we are the ones that have improved it, that it has been 
improved in each State in accordance with the State’s needs, and we 
feel that it will continue to improve. 

I cite you as an example, the improvement which occurred on a State- 
by-State basis after President Eisenhower made his request several 
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years ago for increased benefits and certain other increases in the 
States’ laws. 

Accordingly, I respectfully request that you consider at least our 
feelings in this matter. We believe that we can take care of whatever 
needs occur in the respective States. 

Thank you very much, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Davis. 

Are there any questions ¢ 

Senator Frear. A very good statement. 

The Cuatrman. The committee will adjourn until 10 tomorrow 
morning. 

(The following table was subsequently inserted in the record, at the 
direction of the chairman. ) 


Action of State legislatures relating to unemployment compensation in 1958 














State | Benefit | Actions on duration Present status of legislative 
increases session 
——_—_— —- -—— - —- — —— —-- — —— — —_—_ | —-_- — —________— —— anemia 
Arizona___--- t _..| $35 to $40___- Pao Adjourned Apr. 2 
California... - ; ; | Asked Federal grants for tem- | Adjourned Apr. 24. 
| porary extension. 
Colorado |- abies Fe PST Free ..| Budget session, adjourned Feb, 
| 16. 
ommbentiont. .....-.<2.5.<1- Enacted temporary extension_| Adjourned Apr. 18. 
Delaware_ ORS t6 000 ...a). .<dagssue ; | Recessed to June 2. 
Georgia st | | Adjourned Feb. 21 
Kansas. - -_- fs ae , Rejected increase to 32 weeks | Special session, adjourned May 
| 9. 
Kentucky. _-. | $32 to $34___- ; | Adjourned Feb. 28. 
Louisiana ___ , ‘ | j ¥ | Recently convened. 
Maine- -- enliven cabo! : : . ..| Special session, adjourned May 
| 8 
| . 
Maryland_-_-_--- Be | sige ihanll dies ph a a , ; Adjourned Mar. 13. 
Massachusetts eee | Considering various proposals Tn session. 
Michigan. | Considering temporary exten- | In recess, pending action by 
| sion; asked Federal grants. | Congress. 
Mississippi - - - = | Increased, 20 to 26 weeks | Adjourned May 10, 
PI | | : 
Missouri - = aden a ; ‘ Adjourned Apr. 4. 
New Hampshire_- Aes | | Adjourned Feb. 19. 
New Jersey-- _u-ae+--|--------------| Considering temporary exten- | In session. 
sion. | 
New York________..-.-___| $36 to $45__._.| Authorized to agree to Federal | Adjourned Mar, 26. 
program. 
RA ee Pee | Considering temporary exten- | In session. 
sion. 
South Carolina. ..-.......-]-- | Adjourned Apr. 24. 
Tennessee _ - - - — ‘| | In special session. 
Virginia. __- Adjourned Feb. 14. 
West Virginia ___-- ees i | Budget session, adjourned Feb. 
| 7. 





(Whereupon, at 1 p. m., the committee adjourned to reconvene May 
15, 1958, at 10: 10a. m.) 





$1 


te 
Ww 


SC 


p 


ct 





UNEMPLOYMENT COMPENSATION 


THURSDAY, MAY 15, 1958 


UNITED STATES SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10: 10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) pre- 
siding. 

Present: Senators Byrd, Kerr, Frear, Douglas, Gore, Martin, Wil- 
liams, Malone, Carlson, Bennett, and Jenner. 

Also present: Elizabeth B. Springer, chief clerk; and Colin F. 
Stam, chief of staff, Joint Committee on Internal Revenue Taxation. 

The Cuarrman. The committee will come to order. 

The committee is pleased to have as its first witness Senator 
Javits, of New York. 

Senator Javits, you are welcome and the committee will be inter- 
ested to hear from you. 

You may proceed. 


STATEMENT OF HON. JACOB K. JAVITS, UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Javirs. Mr. Chairman, I deeply appreciate the commit- 
tee’s indulgence because I think, as we assured the chairman, we 
will not take more than 5 minutes to make a brief statement. 

The Cuairman. Take all the time you require. 

Senator Javirs. Mr. Chairman, I emphasize the fundamental rea- 
son for my appearance is twofold: First to state from my own State’s 
point of view—probably one of the greatest States in terms of in- 
come, in taxpayments—the practical “human situation, which is an 
urge to take Federal action; and second, to state my views on the 
effort to deal with an overall reform of the unemployment compen- 
sation system in connection with the measure which is before this 
committee. 

Those are two fundamental purposes. I do not pose as an expert 
in this field but I thought upon those two points I might be of some 
help to the committee. 

Mr. Chairman, emergency Federal legislation to extend unem- 
ployment benefits to those ins sured unemployed who have already ex- 
hausted their State payments is in my view the top priority meas- 
ure in the antirecession effort. 

I say that because I think this is essentially a recession in employ- 
ment. 
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Just as it fundamentally began through a contraction in the acquisi- 
tion of equipment and machinery because American industry decided 
it had to pull in instead of continuing to expand. 

This measure offers the most direct method of extending immediate 
financial aid to the over 3 million insured unemployed and their 
families, now the most directly threatened by acute financial distress 
and deteriorating living standards upon the expiration of their unem- 
ployment compensation eligibility. 

The United States Labor Department now estimates that about 
2,500,000 workers will have exhausted their State employment bene- 
fits by the end of 1958. 

In my home State of New York, which has approximately 387,000 
insured unemployed—more than 10 percent of the national total— 
unemployment compensation benefits have been used up at an alarm- 
ing rate. 

By the end of April, this year, first quarter figures revealed that 
almost 45,000 New Yorkers could no longer fall back on any part 
of the maximum $45 weekly payment to feed and care for their 
families; this rate of exhausted benefits has already, this early in 
the year, surpassed 50 percent of the entire 1957 tot al. 

To alleviate the financial distress suffered by thousands of families 
throughout the country, I have joined as cosponsor of S. 3446 now 
pending before this committee. 

This legislation, which is sponsored principally by my dear friend 
and colleague, Senator Case of New Jersey, has been introduced for 
himself and myself as well, as for Senators Aiken, Cooper, Ives, 
Kuchel, Payne, and Purtell. 

The legislation is keyed to the following all-important principles: 
First, that the financing of emergency unemployment compensation 
payments should be borne by the Federal Government; and second, 
that these emergency benefits should extend over a specific time period 
to December 31, 1958, to all insured unemployed regardless of the 
duration of payments provision in their own State laws. 

While there are some States like New York with sufficient reserve 
funds on hand to allow them to initiate their own emergency benefit 
extension programs, there are others which are approaching the finan- 
cial breaking point. 

The clear fact remains that the States have not taken action and 
show no likelihood of taking it to cope with a mounting emergency 
as more unemployed use up their eligibility —for unemployment com- 
pensation. 

Therefore the Federal Government should evidence clearly what 
it will do and make clear the point at which the obligation will fall 
back again on the States. 

I do not believe that Federal legislation should be adopted which 
would make participation in an emergency benefit plan optional and 
on a loan basis—that is the House bill, for that approach could dis- 
criminate heavily against those States which voluntarily undertake 
to participate in the loan basis. 

We already find a considerable discrepancy in the employer’s con- 
tribution to unemployment compensation funds demanded by the 
different States. 

It is very possible that States voluntarily borrowing substantial 
Federal funds right now to aid their unemployed will find that 4 years 
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hence, if the House bill becomes law, they will have to raise sub- 
stantially the percentage contribution demanded of employers to 
pay these loans. 

E Bach action might drive both old and prospective employers out of 
such a State, lowering the level of business seen, cutting down 
employment opportunities and unfairly penalizing those very States 
which took positive action to alleviate the plight of their residents at 
a time when they needed it most, that is, if this House bill becomes 
"The second principle which should be incorporated in legislation 
adopted by the Senate concerns uniform duration of payments. | 

The Federal Government should not further aggravate the already 
erazy-quilt pattern of benefits periods which find the maximum run- 
ning from as few as 16 weeks in Florida to 30 weeks in Pennsylvania. 

Federal assistance should be directed at aiding insured unemployed 
for the same amount of time, regardless of their State’s present law. 
The bill of which I have the honor to be a cosponsor, S. 3446, would 
provide for coverage through Federal grants for the remainder of 
the calendar year to those whose benefits have already expired or 
will expire some time during 1958. Leaf, 

A very legitimate area of State responsibility in this recession 
period concerns the perplexing problem of aiding the approximately 
1,500,000 unemployed Americans who are not presently covered by 
State unemployment compensation. This group includes the follow- 
ing: employees of a small business where the State does not cover 
firms with four or less workers, employees of State and local govern- 
ments, agricultural employees and employees in nonprofit organiza- 
tions and domestic service. 

I may say parenthetically I have had a tremendous amount of mail 
and personal visits from employees in nonprofit organizations es- 
pecially, a field where they are being seriously prejudiced by this 
situation. 

If the Federal Government is prepared to undertake action to assist 
more than the half million insured unemployed who have exhausted 
their benefits, so far, then I believe it is properly the duty of the 
individual States to inaugurate special assistance programs which 
they can gear to their particular needs based on the severity of un- 
employment among their uninsured out-of-work residents. 

Finally, I believe that the committee must give consideration to 
the need for the establishment of certain Federal minimum standards 
which will prevent unfortunate competition between States where the 
pressure to attract an industry or retain one must always be balanced 
against the liberalization and development of really adequate unem- 
ployment compensation programs. 

Congress has in the past adopted certain Federal standards. For 
example, in 1935, Congress spelled out the circumstances under which 
a worker may be disqualified from refusing a job offer. 

I have suggested to this committee, on March 7, 1958, when I urged 
the following objectives be considered by the committee in connec- 
tion with unemployment insurance : 

1. A goal of 50 percent of the worker’s average weekly wage 1 
each State as the benefit amount provided. 

2. The duration of payments extended to at least 26 weeks by the 
40 States currently falling short of that goal. 
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3. Firms employing one or more workers should be included under 
every State’s system. 

4. Standardization of criteria for disqualification from benefits and 
eligibility for maximum benefit coverage. 

5. This is a suggestion of my own which I made to the committee: 
Payment of health insurance premiums for those workers presently 
belonging to Blue Cross, Blue Shield, or other health insurance plans 
shall be continued under employment compensation apart from the 
weekly payments paid to those workers eligible for maximum 
coverage. 

Year after year the President has recommended to the States that 
they enact certain uniform measures along the lines noted above. 
The lesson of experience is that there is need now for Federal action. 

The relative benefits of the unemployment compensation program 
has shown a steady deterioration in purchasing power, over the years 
since its inception. Especially in times of a recession there appears 
little real likelihood that the States will now adopt the uniform stand- 
ards they have previously failed to do. 

In conclusion, therefore, I believe that this committee should adopt 
the principle of Federal grants rather than loans on this emergency 
bill, at this particular time, as the only way to do the job which must 
be done, now, and that the bill provide for a specified duration of 
benefits which is not controlled by varying State provisions regard- 
ing periods of duration, and of course I think the bill should have a 
specified termination date which the bill I have sponsored has. 

I also urge adoption of the Federal uniform minimum standards 
for unemployment compensation I have outlined in my testimony, but 
if the committee cannot get substantial agreement on this question now 
T would hope that they would at least report a bill covering the emer- 
gency extension, for action is imperative now, and I conclude as I 
began, with a statement that I consider the measure before the com- 
mittee to be entitled to the top priority in the antirecession effort. 

Thank you, Mr. Chairman. 

The Cuarrman. I would like to ask just a few questions. 

Senator Javirs. Yes, sir. 

The Cuarrman. I would appreciate your comment. 

Now, New York on December 31, had $1,353 million in the unem- 
ployment insurance fund balance. 

On March 31 it had $1,273 million. 

The reduction was less than a million dollars in 3 months, $800,000. 

Do you think that New York should make more of this balance 
available to the unemployed, where the unemployment insurance has 
run out ? 

Senator Javirs. I think, Mr. Chairman, that all the States should 
go further than they have done. The difficulty is that if you did that, 
as I think the Secretary of Labor testified, you deal with the funda- 
mentals of competition between the States. And under those cir- 
cumstances, I feel that it is legitimate although I come from New 
York which has such large reserves to recommend for this emergency 
and strictly on an emergency basis, with a time limit the overall na- 
tional approach. 

The CHairmMan. You quote the Secretary of Labor, but he favors 
this bill now before the committee. 
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Senator Javits. I quote him only insofar as it relates to Federal 
action. I do not quote him insofar as it relates to the loan proposi- 
tion and the State voluntary option proposition. 

The CuarrmMan. He does not favor any Federal action beyond what 
is in this present bill. He was very specific about it. 

Senator Javirs. Exac tly. 

I have only reference to his testimony relates only to 
this question ‘of whather the Federal Government should act at all, 
or whether it should just leave it to the States. 

The CHarrmMan. There is no question about the attitude of the ad- 
ministration with respect to the bill. 

The Secretary of Labor was very clear, I think, that they favor it. 

As I understand it, you do not think that New York should make 
any further provisions out of this enormous balance they have on 
hand than they have already done? 

Senator Javits. Senator Byrd, I believe New York should make 
provision but I believe it cannot do so under the circumstances of a 
Federal pattern of competition between the various States, and there- 
fore if New York made provision, and the other States did not, New 
York would be prejudicing its own position in terms of the compe- 
tition for the retention of or business in the State or the attraction of 
business to the State and it is for that reason——- 

The Cuatrman. In other words, you think that this program should 
be federalized and that the money available should not be made 
available to those that are in need at this time in the States? 

Senator Javirs. I think that the Federal Government should step 
in at this particular moment for the limited purpose which I have 
mentioned, because that represents, in my view, the balance of con- 
venience considering the competition between the States, which in- 
heres in their reserves. 

The CHarrMan. Would you tell the committee what has been done 
by the legislature and what the Governor of New York has recom- 
mended ¢ 

Senator Javirs. New York State has adopted at this session an in- 
crease in its benefits, maximum benefits, from $36 to $45. 

It has turned down an increase in the duration from 26 weeks to 
39 weeks which, incidentally, I favor very much myself, and finally 
it has passed an authorization statute which puts it in a position to 
avail itself of Federal loans or other assistance if they become avail- 
able under any law passed by Congress. 

The Cuamman. What action was taken by the Governor and what 
action by the legislature ? 

Senator Javirs. The legislature, I think it is fair to say, originated 
the increase in benefits, though I know that the Governor was just 
as anxious for it as they were. 

The Governor recommended the extension of duration period, which 
they turned down, and I believe that both parties agr eed—here I am 
just drawing upon my best recollection and it may not be strictly 
accurate—I believe that both parties agreed on the statute to give 
an authorization to deal with the Federal Government if that became 
available. 

Now that I think is the division of recommendation and responsi- 
bility. 
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The Cuarrman. The Governor recommended extending the dura- 
tion and the legislature objected to it ? 

Senator Javirs. They did; that is, they did not act on it in that 
sense. 

The Cuatrman. Do I understand that you believe in federalizing, 
so to speak, so as to bring about a uniformity of the rates between 
the States ? 

Senator Javrrs. No; I think, Senator Byrd, I think it is fair to 
say I believe the following: It is divided into two parts, A and B, 
A would be to take action now on an emergency basis and along the 
lines that I have suggested. B would be to establish Federal standards 
to be met by the States which would not necessarily mean that every 
State would have the same or would charge the same. 

It would depend (1) on State experience and (2) on what the 
States choose to do based upon the Federal minimum standards, but 
I think that Federal minimum standards, which the President has 
been seeking for so long, should now come into being because I think 
we are brought face to face with a need for them by what is occurring 
now. 

The CHatrman. The President is not now recommending these 
uniform standards, is he? 

Senator Javirs. I realize that; the President is not. 

The Carman. He says he has done it in the past, but on this 
particular instance, in the bill before us, he is not recommending it. 

Senator Javits. As a matter of fact, the President has not recom- 
mended legislation, so far as I know, tothe Congress. 

He has urged the States to adopt uniform standards. 

He invokes that precedent only by way of showing its economic or 
social desirability, rather than as authority for the fact that he has 
asked for, or even believes in, Federal] law. 

The Cuarrman. Are there any questions? 

Senator Gore. I would like to ask a question. 

I did not quite understand, Senator Javits, why in your view New 
York State would be put in a competitive disadvantage vis-a-vis 
other States if it used the reserve which it has already stored. 

Senator Javirs. Well, the reserve, you see, as I understand the 
situation, conditions what the charges are. 

In other words, it has to have a certain character and amount of 
reserve though the amount may be large in terms of dollars. It 
must be remembered that we have 6 million people employed in 
New York, of whom I think about well over 414 million are in so- 
called covered employment. 

So you are dealing with very large numbers of people, and the 
dollars in the reserve do not necessarily indicate their actuarial 
quality. 

My understanding of the situation in New York is that the minute 
you begin to pay out of the reserve you immediately form the basis 
for higher tax requirements. 

We have what is called in New York a merit rating system, which 
has been a very beneficial] thing in terms of the industrial activity of 
the State, and notwithstanding our high maximum tax rate for 
unemployment compensation, has enabled us to compete with other 
States which have lower rates in terms of attracting industry, be- 
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cause if you have a good employment ratio your rate would go 
down. It went down very materially. 

Now all of this would be affected materially by a change in our 
reserve situation. Hence my statement that if New York did it and 
other States did not, which they would not need to do if it were 
left individually to each State, it would result in prejudicing New 
York’s position. 

Senator Gore. Below what level would it be necessary for the re- 
serves available to New York State to fall before there would be 
an automatic increase in the rate? Is such increase automatic, or 
would the legislature have to act further ? 

Senator Javits. Well, no, the legislature would not have to act 
further, because it is based upon actuarial performance within 
limits. 

Senator Gore. What are those limits? 

Senator Javits. The maximum limit is 2.7 percent. 

I cannot give you the low figure, but it is very considerable. 

Senator Gore. I am not referring to the tax rate, but what are 
the limits? 

Senator Javirs. Of the reserves ? 

Senator Gore. Of the reserves. 

Senator Javirs. I could not give you those figures. 

I would undertake to supply them for the record, but I would 
say this: In view of the fact you are dealing with the question of 
principle, in short, if it were left to State action you cannot tell how 
far those reserves would have to be invaded before you were through 
with this situation, and it is the question of principle to which I 
address myself, because though they may be a margin, and I have 
no doubt there 1is——— 

Senator Gorr. I do not object to your addressing yourself to prin- 
ciples but we are dealing here with actual facts and amounts of 
reserves. I cannot cite the exact requirements with respect to the 
amount of your reserves but I cannot—I would have difficulty think- 
ing, without some evidence to support it, that the requirement would 
be anywhere near the neighbor hood of $1.2 billion. 

Senator Javrrs. Well, Senator Gore, of course as I said a minute 
ago, I have no doubt we would have a margin over and above the 
maximum essential reserve. 

But I point out that once you decide the principle of leaving it 
to State action, individual State action, then you have no limit upon 
how much the reserve will be reduced. And because you do not know 
how long this situation is going to last or how many people are 
going to be involved, and therefore, I felt it fair to address myself 
to the issue of principle that once you started upon that path you 
could disturb the competitive relationships which now exist between 
the States but I will undertake for the State of New York to supply 
for the record by making inquiry of our State authorities as to the 
margin which they have, and this is factual information which I 
thoroughly agree with the committee on. 

(The information submitted by Senator Javits appears at p. 340.) 

Senator Gorn. I take it you ‘would concede that insofar as the 
reserves greatly exceed any minimum amount which would auto- 
matically or otherwise bring about an increased tax, that excess in the 
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reserves could be used without prejudicing the competitive position 
of the State of New York? 

Senator Javits. I agree. 

Senator Gorr. You are aware, I take it, that the terms of the bill 
before this committee would require New York State, if it partici- 
pated in the program provided by this bill, to incur an obligation for 
pay! roll tax in the future. 

Senator Javrrs. That is correct. 

Senator Gore. Do you not think that that in itself might operate 
to put New York State in a position of competitive disadvantage to 
the same extent, or to a similar extent, that it would occupy if it 
made use of its own reserves ? 

Senator Javrrs. I think that it is fair to say that the loan proposi- 
tion, for a State like New York, represents no material difference 
than just leaving it there. 

I think that is an absolutely fair conclusion and I think that was 
fundamental—when I appeared first this morning, Senator Gore, I 
hoped not to take very much time of the committee, but I made it 
clear that I appeared only really for 2 purposes: 1 was to express 
the view before the committee in connection with the committee’s 
consideration based upon my observation of our biggest State in 
terms of money and people; that this really was entitled to top pri- 
ority attention by you gentlemen. 

Senator Gorn. I “gather from your—I read your statement. 

Senator Javrrs. All right. 

ae itor Gort. Though I was not here when you started. 

I did read it all, and I take it from your testimony, both written 
and oral, that you consider the terms of the present bill entirely 
inadequate to meet the problem. 

Senator Javrrs. In terms of the House bill ? 

Senator Gore. Yes. 

Senator Javrrs. That is the bill before the committee, yes; I said 
that very clearly. 

If I might finish, Senator Gore. 

I had in mind two points. One, the urgency which I could feel and 
see In my Own community and, two, my views as to what you ought 
to do—what I know will be pressed upon you to deal with, uniform 
Federal standards in this bill, and at the end of my statement it 
covers that. 

I think this is of such a serious nature at this particular point that 
if you cannot get substantial agreement on uniform standards you at 
least ought to “act upon this particular measure. 

Senator Gorr. Act on this particular measure. 

Do you think this particular measure, in the form in which it is 
before this committee, would bring about any substantial benefits? 

Senator Javirs. As I said before, Senator, act upon the issue. 
I don’t agree with the House bill—I think the Senator will under- 
stand it. 

Senator Gorr. You are about as dissatisfied with it as I am, I 
take it. 

The CuHarrman. Are there any further questions? 

Senator Martin. Senator Javits, have you made an estimate as to 
the cost of your proposal ¢ 
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Senator Javits. I think the estimates—you mean the cost of Sena- 
tor Case’s proposal ? 

Senator Martin. No, the total cost to the Federal Government in 
the proposal. 

Senator Javirs. Well, I tried to qualify that, my proposal being 
the bill that I am on. 

Senator Case is the principal sponsor of that bill; is that correct, 
Senator Martin ? 

Senator Martin. Yes. 

Senator Javirs. My recollection is, and I would like to again check 
that, and get the facts for the committee, that it is somewhere in the 
area of close to $400 million. 

(The material submitted by Senator Javits appears at p. 340.) 

Senator Martin. You are aware that we are facing a pretty heavy 
deficit as far as the Federal Government is concerned 2 

Senator Javirs. I am,:sir, and may I say in my own defense that 
I have not been one of the ardent tax cutters at all. 

On the contrary, I have risked great unpopularity in my State by 
being very strong for the proposition that when you have to spend 
money you have to get it, too. 

Senator Martin. Senator, when I was Governor of the Common- 
wealth of Pennsylvania, and people came to me with a proposal to 
spend money, I always said, “Now, what tax would you suggest to 
take c i of it?” Do you have anything to suggest along that line, 
because I am one of the folks who said in January that if we had a 
deficit, pws of decreasing taxes, I favored increasing them, because 
I think the most dangerous thing confronting our country right at the 
present time is inflation. 

Senator Javits. Well, you have—— 

Senator Martin. And deficit financing is probably the greatest, 
cause. I—my question is kind of unfair, I realize that, but I just kind 
of wanted to have your idea 

I have no further questions. 

Senator Javits. The Senator is never unfair and more than friendly 
and I would say again, answering briefly because I promised the chair- 
man under oath that I would take very little time, that I am not an 
ardent tax cutter; that I believe that such tax cuts as we might make 
should be directed toward the direct stimulation of consumption and 
the excise tax field, in the small business field, in the depreciation of 
machinery and equipment field, and that notwithstanding popular 
currents for tax cutting, I have resisted them, even going back to 
1957 budget, but I cannot go with the Senator to my dear friend and 
great New Yorker, Bernard Baruch’s, point of increasing taxes. 

I think that the best we can hope for is to keep them about where 
they are, while we deal with this emergency, and, sir, I have rather 
deep feelings that by what we do in these measures, this being essen- 
tially like so many recessions in our country, a recession of contidene ey 
by what we do in this measure, in rec iprocal trade, in foreign aid, in 
defense reorganization, in these key issues which are before us, I 
think we are going to have a great deal to do with turning the tide. 

Now that is just again one man’s opinion. 

Senator Martin. Well, that is one nice thing about America, each 
one of us can have his opinion, disagree and still be very friendly 
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about it, and I think one of the very important things now is that we 
have a very thorough discussion of these matters back at the grassroots, 

Senator Javirs. Yes, Senator; I agree with you. 

Senator Wixurams. Mr. Javits, if I might ask just one question: 
You had mentioned the fact as I understood it your endorsement of 
federalizing this program to a certain extent was to eliminate the 
possible competitive advantage between States; is that correct ? 

Senator Javrrs. My endorsement of Federal standards was an effort 
to eliminate, to help eliminate as far as possible and to deal with the 
disadvantages between States. 

Senator Wim11aMs. Do you think that in dealing with this problem 
in the past, State legislatures or State governments have withheld or 
held down their payments in an effort to gain a competitive advantage 
with other States ? 

Senator Javrrs. Sir, I would not characterize the action of any State 
government. 

I think they have all been submitted to two divergent pressures, one 
from their own people to increase benefits, the other from the com- 
petitive situation to keep them as low as possible. 

I would say that the effect has been to make it more attractive for 
business with large employment to establish in certain States than in 
others; that is the only thing I can say. 

Senator Wru1aMs. The reason I asked that is I noticed the average 
tax rate for New York is 1.7 percent, and the average tax charged in 
Rhode Island, a neighboring State, is 2.7, and I was wondering if you 
felt it had been so used in New York. 

Senator Javrrs. I just point out, Senator Williams, as I have said 
before, that under our merit system it depends upon stability of em- 
ployment. If we had the unhappy problems that Rhode Island ap- 
parently has, especially with their textile business, we would probably 
be right up there in the 2.4, 2.5, or 2.6 bracket, too, but under our 
system, inaugurated under the administration of Governor Dewey, 
we have rewarded stabilized employment and it seems to have worked 
out pretty well. 

Thank you, sir. 

The Cuarman. Are there any further questions? 

Senator Matonr. Mr. Chairman. I am very much interested m 
your outline, Senator. 

What do you think—what is your thought about the length of the 
continuance of this so-called recession or depression ? 

Senator Javirs. Senator Malone, I used to have a reputation in the 
House as a foreign-policy expert. I am getting one here as a lawyer, 
so I have to be especially careful. 

I would not wish to forecast; you have had many, many skilled 
people here. I do advance the opinion, though, that if the American 
people are convinced that we are going to be—we are not going to 
pull in, we are going to be bold when the going is toughest, then I 
think the recession should be of reasonably short duration and perhaps 
some indication of my view is contained in the fact that the bill I have 
joined with Senator Case of New Jersey in sponsoring, is limited to 
December 31, 1958. 

I express the fervent hope we will do enough as a government to 
get us over the hump this year. But I would not wish to be a fore- 
caster. 
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Senator Martone. When you talk about being bold, do you mean the 
Congress being bold and spending taxpayers’ money ? 

Senator Javirs. I would not say, sir, that spending is the only thing 
that we can do. 

We should spend wisely. I have found myself in the company of 
both the spenders and the cutters, and advisedly. 

In short, when it came to rivers and harbors bills, I have been with 
the economizers. 

When it came to certain other bills, like important foreign-aid bills, 
Ihave been on the other side, and I am in this. 

I think it is the wisdom of expenditure which should control. I 
think some expenditure is justified. 

Mainly I think it is the wisdom of expenditure, and the fortitude 
to stay within our income, as I expressed to Senator Martin. 

Senator Martone. Yes. 

I might say, for the record, some may not have paid as much atten- 
tion to the flood control, rivers and harbors bills as some of the rest 
of us. 

I dealt with the Army engineers for 30 years as an engineer before 
Icame here. For 75 years it has been a policy that when the Army 
engineers were directed to examine a project, and they reported that 
the benefits exceeded the costs, then the congressional committees if 
they so desired, considered those bills and if they approved them, and 
the Congress approved them, then they were eligible for construction 
and if the Appropriations Committee from time to time appropriated 
the proper funds they were constructed. 

Now, it has been a source of regret to me that that 75-year-old policy 
has been thrown into politics, to say that you will quit constructing 
the projects that are pronounced feasible and the Congress pronounces 
feasible, and authorized, that you would retard that because of some 
political situation or rush it along maybe on projects that were not 
feasible when you wanted to spend a lot of money. 

I think it isa very harmful thing to the country. 

The same thing applies with the Bureau of Reclamation. 

When they are directed to go into a project and they say the money 

can be paid back, returned w rithout interest over a reasonable period 

of time, pronounced feasible, then the proper committees consider it 
and authorize it, that too has been thrown into politics and I regret 
that very much, because the people who benefited from flood control 
and from recl: :mation, it is their living you are tampering with. 

So it is not just a question of being for them and hav ing a depression 
against them when you do not have. 

It is a long-range thing and the building of these projects hardly 
gets underway in time to help a short depression anyway. 

Now I asked you for your idea of the duration because everybody 
is expressing opinions. 

Senator Javrs. Sure. 

Senator Martone. Now suppose these men we are talking about be- 
come more or less permanently unemployed because of the imports 
of cheap labor goods, which you are fully aware of, I am sure, what 
would you do w ith these men then # 

Would you continue the unemployment indefinitely or what would 
you do about it ? 
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Senator Javirs. No, I do not think you can do that, Senator. I think 
that you know my views. You and I, I think, have debated the issue 
of domestic industry affected by imports, and what I am for—I am 
not for opening the gates wide and letting everything in. 

I have been for a reasonable degree of judgment, which is reflected 
in the reciprocal trade agreements but where within that degree of 
judgment there is harm, I “have been for giving assistance to retooling, 
going into some other line of business, retraining the people in or der 
to meet the national interest policy. There is some generic word which 
is used in this committee for those bills. I have one in, Senator Ken- 
nedy has one in, I think others too—‘tadjustment assistance,” I think. 
I have been for that. 

Senator Matone. Hasn’t the State Department suggested these bills 
almost over the whole period of the so-called reciprocal trade—of 
course, the two words do not occur in the bill, as you know. 

Senator Javits. Yes. 

Senator Matonr. It wasa phrase invented to make it more palatable 
because it looked like they were getting something for it; it might 
make it easier to swallow it. 

Now the boys are going out of their jobs in droves all over the United 
States on account of it, it is not so easy to swallow. 

But there is room for difference of opinion as you point out. 

Senator Javits. Of course. 

Senator Matone. And you and I have debated, and probably will 
this year 

Senator Javits, what I would like to know then is, you have this 
bill in to retrain these men, like toolmakers who are out of jobs per- 
manently and chronically. 

We make watchmakers out of them or something else. You do agree 
with the State Department we should recognize that we are remak- 
ing the industrial map of the United States under this so-called 1934 
Trade Agreements Act and that the unemployment resulting then must 
be taken care of permanently. 

Senator Javits. Senator, I do not believe unemployment will result. 
I believe that there is ample absorption capacity in the American 
economy, if we are doing our job as an American economy, for these 
workers in other lines. 

I believe that the number involved does not represent a widespread 
permanent unemployment problem but is very marginal, running in 
terms of the few hundred thousand and that, comp: ‘red to the export 
industries and what they bring to the country, the relationship is such 
that this is a job we ought to do and can do within a manageable—in a 
manageable way. 

I do not believe that the recession unemployment in any major way 
is attributable to that situation. 

Senator Matonr. Well, of course, we will debate that when the 
time comes. 

Senator Javits. Of course we will, and I did not want to detain the 
Senator or the committee. 

Senator Martone. Here is the question I want to ask, I am not quite 
through. 

Senator Javirs. Please. 

Senator Martone. I think you are an important witness because of 
your beliefs in these things. 
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Senator Javirs. Thank you. 

Senator Martone. I want to say for your information and I hope 
you check me, that if you deduct ‘the amount of money that you give 
to these foreign nations each year in cash, and if you deduct then | the 
subsidies that you pay for your exports, then you are exporting at 
this time a less percentage of your exportable goods than you were 
in 1934 when you passed the act. 

So it is not doing what you think it is doing. 

I hear this 4% “million people attributable to exports and that is 

probably true. But we had a lot of people attributable to exports 
. e you passed the act. 

Now you have not increased, you may have decreased the per- 
centage of your exportable goods going abroad if you put it on a 
profitable basis, and I know you would not want to put it on a perma- 
nently unprofitable basis. 

You have given these nations $70 billion since World War II to 
buy our goods and to build up dollar balances to demand our gold. 

This committee has pretty wide latitude. 

And Mr. Martin, the Chairman of the Federal Reserve Board, 
testified that these balances were built up, some of them, with the 
“folding” money we give these nations, and that now, if all of these 
balances that could be converted to nations’ balances were demanded, 
we would have $5,700 million worth of gold left, which may not 
mean anything to you and I am not sure what it means. 

But the fact remains that out of that 414 million that they claim 
in my opinion it is a hoax, because you would have your profitable 
foreign exports, if you did away with the give-away thing and profit- 
able exports are all that the taxpayers can afford to have. 

I merely ol you these questions, and you have answered them 
now, that if these employees are permanently unemployed by virtue 
of imports then you have a bill ready to compensate and retrain these 
men and move them to other areas, if necessary; is that right ? 

Senator Javirs. That is correct. 

Senator Martone. And to compensate in a certain way, to a certain 
extent the stockholders and the investors these companies that are 
put out of business. 

Senator Javirs. That is correct. 

Senator Martone. What is the status of this bill? 

Senator Javirs. I think it is before your committee. 

I think—as I say mine is not the only bill, there are other bills 
pending but it is a general approach. 

Senator Matonr. You actually believe that is the way to handle 
the country and remake the industrial map and take care of the un- 
employed ? 

Senator Javirs. Again, Senator, I apologize for the time I am 
taking. 

Senator Matrone. No, don’t apologize. I am taking the time. 
Don’t apologize to me. 

Senator Javirs. I do not believe we are remaking the industrial 
map of the country because I do not believe the situation is that 
widespread. 

I believe it is a situation analogous to what we did on a much larger 

scale in helping businesses to retool which went to war production 
jad then went to peace production. 
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We did exactly that thing when the national interest required it on 
a much broader scale and very successfully. 

Senator Matonr. You mean when we asked them to build war 
plants ? 

Senator Javirs. Having finished —— 

Senator Matonr. Which wasa temporary thing? 

Senator Javirs. Yes. Well as I say, having finished with the 
war 

Senator Matone. Are we! 

Senator Javirs. We wanted to help them to get back to peace, and, 
in order to do that, we did exactly what I am suggesting and others 
have suggested in respect of businesses adversely affected by imports, 
We gave them loans. 

Senator Martone. You understand I am not trying to embarrass you, 
but trying to get the record for it. 

Senator Javrrs. Of course. 

Senator Martone. For 180 years, 150 years, before 1934 we had a 
principle of raising our standard of living to the extent that we could, 
with our own markets, through protecting these markets. In other 
words, the duty or tariff represented the difference in effective wages 
and the cost of doing business, including taxes here and in the chief 
competing country on each product. With that we raised our stand- 
ard of living pretty high. 

Now, in 1934—1in other words, there was a principle if any young 
man or old man or anyone else thought that he could enter a busi- 
ness and compete with Americans, any place in the United States, 
then he could persuade his people to buy stock and, if his judgment was 
good, he was in business. 

Now we have changed that setup so that the President of the United 
States—and this is the testimony of Secretary Dulles before this com- 
mittee in 1955—can trade a part or all of any industry, under the 1934 
Trade Agreements Act, to foreign nations if he thinks it will further 
his foreign policy. 

You are aware of that 

Senator Javirs. I am aware of that, Senator. I think the point is 
that in the 180 years our economy has very materially shifted. 

Senator Martone. One hundred and fifty years, unt il we passed the 
act and reversed the trend. 

Senator Javirs. Well, I think our economy has materially shifted 
into an important reliance upon exports, as well as an important 
reliance upon domestic consumption. 

Senator Matone. I think you are exactly right, through that act. 

Now, then, we are paying for those exports above the amount we 
had in 1934, that is above the percentage. 

As you well know, we give this cash money to the countries there, 
for which they can "purchase goods from this country or they can 
build up dollar balances against the gold in our depositories, and 
then we make up what they call the dollar balance, what they spend 
each year above what they make. 

The thing, then, I wanted to pin down, you are for this change in 
policy to do that very thing, to let the Pr ‘esident trade these indus- 

tries for his foreign policy and, also, then, in the General Agreement 
on Tariffs and Trade which was organized by our State Department 











cc 


UNEMPLOYMENT COMPENSATION 215 


and put in Genev: 36 nations, 37, including us, with 1 vote 
out of the 37, make saionaad trade agreements lowering our tariffs, 
also lowering some of their own; that, by virtue of the charter of 
GATT, General Agreement on Tariffs and Trade, they do not have to 
keep their part of the trade agreements as long as they can show that 
they are short of dollar -balance payments, which they can until our 
wealth is divided equally among them. You are for that too, I 
understand ? 

Senator Javirs. Senator, I would not wish to engage in an extended 
debate upon the reciprocal trade agreements. 

Senator Martone. You brought it up; I did not. {Laughter.] 

Senator Javirs. If I did, I certainly apologize. I was not at all 
conscious that I brought it up. 

Senator Matone. All right; we will wait for the Senate debate. 

Senator Gorr. Do you withdraw ? q 

Senator Javirs. I wish to adopt all the statements of fact and 
principles. We will get at it. 

Senator Gorr. Mr. C hairman, I wonder if the able junior Senator 
from New York would be w illing to venture some opinions on the 
gold and silver question at this time. [ Laughter. | 

The CHAIRMAN. Senator, we thank you very much, sir. 

The next witness is Mr. E. S. Willis, United States Chamber of 
Commerce. 

The Chair would like to announce that the Republican membership 
of the Senate is going out to meet the Vice President, and that, there- 
fore, they may be absent for a while. 

We will proceed. 

Mr. Willis, please proceed. 


STATEMENT OF E. S. WILLIS, REPRESENTING THE CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Wituis. Mr. Chairman and members of the committee, my 
name is E. S. Willis. Iam employed by the General Electric Co. and 
am responsible for all planning, analy sis, and development of em- 
ployee benefit programs of the company. I am also a member of the 
committee on economic security of the Chamber of Commerce of the 
United States, and may I express our deep appreciation for the op- 
portunity of appearing befor e you at this hearing today ? 

I appear today on behalf of the national chamber to discuss H. R. 
12065 and other proposals which would affect State unemployment 
compensation programs. Our concern is not only for those who have 
exhausted their unemployment compensation benefits, but also for 
those now drawing benefits—people who have not yet found new jobs. 
We are also concerned for the millions of people with jobs who look 
to a sound unemployment compensation program for protection 
should they become unemployed. 

In appraising these various proposals, it seems important to con- 
sider that these 51 separate employer-financed unemployment com- 
pensation programs have operated successfully for more than 20 years. 
I might mention my own company has deposited about $160 million 
over the years in the unemployment-compensation program. 

As you know, they were designed to accomplish two sound objec- 
tives. The first is to provide a partial income replacement of wage 
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loss resulting from short-run unemployment through no fault of the 
individual worker. The second is to encour: age employ ers to regular- 
ize and to stabilize their own employment. 

During these past 20 years, Congress has resolutely adhered to the 
view that the wide variations in the economic characteristics and busi- 
ness conditions among the States require that each State be responsible 
for administering its own program and for adjusting it to fit its own 
changing economy. The wisdom of Congress in placing full authority 
and responsibility on each State, we believe, has been fully justified. 

This decentralized approach has also enabled each State to experi- 
ment and undertake changes in the light of its own experience. Any 
change that subsequently proves to be a mistake can be corrected and, 
by being confined to one State, is not compounded among all 51 juris- 
dictions. We believe the record shows that the States have lived up 
to this responsibility and have steadily improved these State programs 
dealing with short-term unemployment. 

For example, States have periodically reappraised the adequacy of 
benefitamounts. Thirty-three States increased benefits in 1955, and 22 
States established higher benefits in 1957. Even though most State 
legislatures have not been in session this year, four have increased 
benefits in 1958. 

New York State, for example, as Senator Javits pointed out, re- 
cently raised the maximum weekly benefit by 25 percent—from $36 to 
a level which that State has long regarded as proper. 

Tn terms of purchasing power, today’s average weekly benefit check 
will buy about 40 percent more than its 1939 counterpart, and 25 per- 
cent more than the average benefit paid in 1949. 

States also have progressively extended the duration of benefits. In 
the past 20 years, the duration has been just about doubled. ‘Today, 
80 percent of covered workers are in States which provide benefits for 
as long as half a year. 

In appraising the job these States have done of adjusting their 
unemployment-compensation programs to meet changing conditions, 
we must bear in mind the character of the responsibility of each State 
legislature. 

In administering and adjusting an unemployment-compensation 
program, the State legislature, of course, is deeply concerned with 
those who are unemployed through no fault of their own. 

However, they have as great a “responsibility to those still working 
who look to their unemployment- -compensation program for protec- 
tion, should they too become unemployed. 

The State also gives due consideration to the impact of unemploy- 
ment-compensation taxes on employers. All States have established 
tax incentives to encourage employers to stabilize employment and 
minimize layoffs. 

The major purpose of the various legislative proposals before this 
committee and before several State legislatures is to pay additional 
benefits during the present period of readjustment by business and 
consumers to those workers who are unemployed and who have re- 
ceived all the unemployment-compensation benefits they are entitled to. 

The national chamber is sincerely concerned about the current rise 
in unemployment—about all who have lost their jobs. 
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The chamber is especially concerned about those members of the 
work force with a real and permanent attachment to the labor force 
who are presently out of work and have exhausted their benefit. rights. 

However, we believe that conditions to date do not justify Federal 
legislation affecting all State unemployment-compensation programs. 

‘For the countr y as a whole, the number who exhausted their benefit 
rights in the most recent quarter—the first quarter of 1958—is smaller 
than the number of exhaustees in each of four consecutive quarters in 
the recession of 1949-50, when Congress relied upon the States to live 
up to their responsibilities. 

In any event, Congress took no action whatsoever in that recession 
period. We believe C ongress was wise in refusing to intervene. This 
permitted each State to tailor its program to fit the peculiar conditions 
inthe State. 

If you have the statement you will notice I have a table in the state- 
ment which shows that the United States exhaustions in the first 
quarter of 1958, which were 480,000, were less than the quarterly 
exhaustions than the last 2 quarters of 1949 and the first 2 quarters 

of 1950. 


Quarter 1949 


First _._. 368, 000 725, 000 480, 200 
Second | 435, 000 523, 000 
Third... 530, 000 | 338, 000 
Fourth - -- 587, 000 251, 000 


ee | 


I also would like to point out that the insured work force since 
then is materially increased. In fact, it is about 25-percent larger 
than it was at that time. 

In the present period of readjustment, the volume of unemploy- 
ment covered by unemployment compensation has been largely con- 
centrated in 10 highly industrialized States. 

However, the first quarter exhaustions in 6 of these States was less 
than during 4 to 7 quarters in the 1949-50 readjustment. 

These are California, Illinois, Massachusetts, New York, Ohio, and 
Pennsylvania. 

First quarter benefit exhaustions in the other four industrial 
States—Indiana, Michigan, New Jersey, and Texas—were higher 
than in any quarter in 1949-50. 

However, we do not believe that these figures on exhaustions justify 
Federal legislation which will affect all unemployment compensation 
programs. 

The fact that first quarter exhaustions in four industrial States 
were higher than in any like period in 1849-50 indicates the situation 
there is more serious than earlier. 

However, we believe the legislatures in these States can and will— 
and moreover should be expected to—adjust their unemployment com- 
pensation prov isions with respect to benefit duration if, in their judg- 
ment, the volume of exhaustions threatens to present a serious 
problem. 

Doubtless, one of the factors the State legislatures will watch 
closely is how many of these who exhaust their benefits—especially 
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those who are primary family breadwinners—find jobs and drop out 
of the category of “exhaustee.” 

Of course, once they find another job they then are able to qualify 
at some later date for another round of benefits. 

The financial resources in most States are sufficient to enable them 
to make any changes they deem desirable. 

During the first quarter of 1958, every State had an excess of benefit 
costs over unemployment compensation tax collections. 

In other words, they have experienced a net drain on their unem- 
ployment compensation reserve funds. 

However, 9 States could continue this rate of drain for 5 years or 
more. Twenty-eight States could continue this rate of net outpay- 
ments for from 2 to 5 years. Eight States could sustain this rate of 
drain for from 1 to 2 years, and, as the appended table shows, there 
are only 3 States which could continue that rate of net outpayments 
for less than 1 year. 

However, I want to make one important precautionary comment 
on these figures. Experience shows that State unemployment com- 
pensation tax receipts during the first quarter of any year are typically 
at a low ebb, and are not representative of the receipts during the rest 
of the year. For example, during 1957, when State unemployment 
compensation tax receipts totaled $1.5 billion, the first quarter ac- 
counted for $247 million, and the last quarter for $300 million, or a 
grand total in those 2 quarters of $500 million. 

Thus, the second and third quarters’ tax receipts accounted for two- 
thirds of the total for the entire year, or about $1 billion. 

Therefore, the net drain figures we have used for the first quarter 
in my comparisons of each State up above may well state those figures 
at their worst and understate the number of years the various States 
could continue a regular drain quarter after quarter. 

As a matter of fact, in my opinion if we were able to put in the 
exact tax receipts the figures I have given above may be doubled at 
least. 

It should also be noted that any State may now borrow from the 
Reed loan fund established by Congress in the 1954 amendments if 
its reserve accounts should become seriously depleted. 

In the light of our most recent experience on unemployment com- 
pensation benefit exhaustions in the separate States compared with 
the 1949-50 period, and the unemployment compensation financial 
position in each of the States, we believe that the States are able to 
deal with any problem they now face. 

There are now several legislative proposals which may be considered 
by this committee. The House bill, H. R. 12065, which reserves to 
the States—and we think quite appropriately—the initiative, free- 
dom of decision, authority and responsibility presents a possible 
danger. 

This bill would set a precedent for the future, when any slight 
upturn in unemployment might immediately be labeled an “emer- 
gency.” 

Once the Federal Government substitutes its judgment for that of 
each of the State legislatures about the need for extending benefit 
duration, a return to State programs designed to meet conditions in 
each of the individual States will be most difficult, if not impossible. 

A fundamental principle of State responsibility will be destroyed. 
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Some other proposals to which this committee may give considera- 
tion, we believe, are not in the best interests of the many millions 
of workers covered by unemployment compensation. This is par- 
ticularly true in the case of S. 3244, which would tend to destroy 
individual employer experience rating. 

This incentive has encouraged employers to stabilize employment. 
and minimize layoffs. In other words, it has tended to provide steady 
work for the vast majority of workers under unemployment compen- 
sation. 

S. 3244 embodies other adverse features which would effectively and 
severely restrict the authority and responsibility of each State to 
adjust its own program to fit the changing conditions within the 
State. 

S. 3244 would change the basic purpose of UC of providing pro- 
tection to workers regularly attached to the labor force by diverting 
funds to the payment of benefits to casual and part-time employees. 

For example, one section provides for a uniform benefit duration of 
three-quarters of a year. All UC claimants whether regularly at- 
tached to the labor force or not would be entitled to benefits for three- 
quarters of a year. However, a substantial portion of UC benefit 
claimants are in-and-outers. Some are housewives who take jobs for 
a season to earn some extra pin money. Some are young women who 
work for a while, quit, and then get married. Some are students who 
qualify by holding a job for a summer, and then draw benefits for 5 or 
6 weeks or perhaps longer. 

Thus it can be seen that a Federal minimum standard on benefit 
duration would ignore the fact that many UC claimants are not regu- 
larly attached to the labor force. 

Paying benefits to these persons for 39 weeks could impair the 
financial soundness of a program to which so many workers regularly 
attached to the labor force look for some protection if they too should 
become unemplyed. 

This bill provides other kinds of Federal intervention which would 
greatly weaken essential features of State UC programs, which have 
done a progressively better job in dealing with temporary unemploy- 
ment. 

Another proposal (TL. R. 11679) also involving Federal intervention 
would provide Federal supplementation of State UC programs. This 
supplementation would be available to each State if it applied for the 
funds. However, the supplementation would be forced upon any State 
which failed to agree to the conditions laid down, 

The national chamber believes that any Federal compulsion as to 
conditions of eligibility, amount or duration of benefits—even on a 
so-called temporary emergency basis—would be merely the first step 
toward undermining the present State programs. 

Finally, there is another type of proposal which may come before 
your committee. The proposal which was overwhelmingly rejected by 
the House of Representatives provided for Federal supplementation 
through nonrepayable grants in aid, and also further grants in aid to 
unemployed not covered by State UC programs. 

In essence, this proposal would provide weekly benefits to wnem- 
ployed in the form of relief—without a means test. 

The British experience in the 1920’s with unemployment benefits for 
extended periods of time clearly revealed the dangers of forcing unem- 
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ployment compensation programs to deal with extended unemploy- 
ment. 

The resultant cost burden ultimately became so heavy as to require 
the application of a means test to every UC beneficiary. 

For these several reasons the national chamber believes that the prin- 
ciples embodied in these other proposals (S. 3244, H. R. 11679, and 
the dole proposal rejected by the House of Representatives) are 
inimical to the integrity and continued financial soundness of State 
unemployment compensation. 

The fact that State legislatures are closest and most familiar with 
their own unemployment conditions, and their proven record of han- 
dling unemployment and adjusting UC to fit changing conditions is the 
best assurance that State unemployment compensation programs will 
continue to do the dynamic kind of job we expect. 

Thank you, sir. 

The Cuatrman. Thank you very much, Mr. Willis, for your very 
informative statement. 

Are there any questions? 

Senator Dovetas. Mr. Willis, on the last page of your testimony you 
said that you were opposed to Senate 3244, H. R. 11679, and to the 
Mills bill. 

Now the bill which we have before us is H. R. 12065. 

May I ask if the chamber has taken any attitude on H. R. 12065 ? 

Mr. Wits. Yes, sir; and, as we indicated in the early part of my 
testimony, the chamber favors State responsibility completely. 

However, if the Senate feels that some sort of Federal action is 
necessary, w think that H. R. 12065 would be the least dangerous of 
the bills, because it leaves 

Senator Dovetas. On the whole, you are opposed to H. R. 12065? 

Mr. Wis. Sir? 

Senator Doveras. On the whole, you are opposed to H. R. 12065! 

Mr. Wiuuts. Yes, sir; we are opposed to the principle of Federal 
intervention. 

Senator Gore. In other words, you are against doing anything 
about it ? 

Mr. Wiis. No, sir. We think the States can, will, and should do 
something about it. 

Senator Doveias. Do you happen to know whether the New York 
State Chamber of Commerce was in favor of the recent liberalization 
of benefits in New York State? 

Mr. Wis. I know that all of the State chambers and the other 
employer associations in New York favored the rise in benefits. 

Senator Doveias. How about the proposed extension of duration! 

Mr. Wuiuis. I do not think they took a position on it. The action 
of the legislature came in the very last days of the session, and they 
only acted very rapidly to provide a means to take any Federal aid 
that might be given to them. 

Senator Dovetas. Would you be willing to look this up and then 
submit a statement for the record ? 

Mr. Wis. I will be glad to look it up and file a statement. 

I might say my company favors extension of benefits. 

Senator Dovatas. It favors extension of benefits? 

Mr. Wiis. Yes, sir. We have a statement—— 
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Senator Dove as. That was defeated, as Senator Javits has said. 

‘Mr. Wiis. Well, I think that the Legislature in New York finally 
decided they did not have time to look at this whole problem, so they 
put in this other law which would permit Federal action. 

Senator Dove.as. I think Senator Javits stated accurately that 
Governor Harriman favored an extension of 39 weeks and the legis- 
lature rejected that. 

Mr. Wits. I am under the impression, and I will be glad to file 
a statement, they did not exactly reject it but felt they did not have 
time to study the problem. 

(The following was subsequently received for the record.) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., May 19, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

Dear SENATOR Byrp: During my testimony for the Chamber of Commerce of 
the United States before your committee last week, Senator Douglas requested 
that I file a statement on the position of the Empire State Chamber of Commerce 
relative to the improvements in the New York unemployment compensation law. 

As I indicated in my testimony, the Empire State chamber supported material 
improvements (including the 25 percent increase in the benefit amount) which 
were made this year by the legislature. 

This State chamber has believed that the facts in New York have not justi- 
fied an increase in benefit duration. However, I am informed that its social 
security committee has scheduled a meeting in the near fuiure to review this 
and related topics. . 

In connection with benefit duration, I understand that the State chambers of 
commerce in Connecticut and West Virginia have supported a longer duration 
in those States. As you know, Connecticut has adopted an increase to 39 weeks. 

I have not learned as yet the position on duration of the other State chambers 
of commerce. I trust this is the information sought by Senator Douglas. 

Yours very truly, 
E. 8. WILLIs, 

Senator Dove.as. They did not adopt it. 

Mr. Wits. Pardon ? 

Senator Dovetas. They did not adopt it, did they ? 

Mr. Wiuuts. That is right. There are other States, as you know, 
Connecticut has acted and Massachusetts, I think, will act in the 
future. 

Senator Gore. As I understand the position of the United States 
Chamber of Commerce, it is in opposition to the United States Con- 
gress taking any action whatsoever with respect to the unemployed ? 

Mr. Wiis. Yes, sir. 

Senator Gore. You are running true to form. 

Mr. Wiuis. With respect to the unemployment compensation laws 
inthe State. I think there may be possibly a distinction there. 

Senator Gore. I would be glad if you would spell it out, sir. 

‘Mr. Wi1u1s. I think that fundamentally the Chamber feels that this 
problem is completely a State problem, the problem of the unemployed. 

Senator Gorr. You are opposed to the United States Congress tak- 
ing any action whatsoever in this field ? 

Mr. Wiis. In the field of unemployment compensation ; yes, sir. 

Senator Gorr. Do you know of any field of social benefit in which 
the United States Chamber of Commerce favored any progressive 
action ¢ 
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Mr. Wiuu1s. Yes; I think the Chamber has favored—I do not claim 
to be an expert in all fields—I think the Chamber has favored some 
action with respect to social security, for example, which is a Federal] 
program. 

Senator Gore. Iam glad tohearthat. Thankyou. It shows there 
is some hope for everybody. [Laughter.] 

The Cuatrman. Thank you very much, Mr. Willis. 

Mr. Wiuts. Thank you, sir. 

(The table accompanying Mr, Willis’ statement follows :) 


Financial position of State unemployment compensation programs, 1957-58" 










































Reserve Reserve Average 
account as account Length of time Ist quarter unemploy- 
State of Mar. 31, drain 2 ist drain could be sustained | ment compen- 
1958 quarter 1958 sation tax rate 
(millions) (millions) in 1957 

Percent 
BEN iaiins Seid csbidnnsess $82, 1 $6.9 | 2 years and 50 weeks.....- Li 
Arizona.._... 57.7 De th et PO Ria ob onnnceden 1.3 
Arkansas-_.. 42.3 2.7 | 3 years and 47 weeks- - 11 
California _- 925.9 79.2 | 2 years and 47 weeks... .- L4 
Colorado.-.-. 74,2 3.2 | 5 years and 41 weeks-. 5 
Connecticut.. 228. 9 21.2 | 2 years and 36 weeks_. 1.2 
Delaware. -... 13.2 2.0 | 1 year and 33 weeks. 8 
Florida_._-. 91.7 2.5 | 9 years and 8 weeks. 34 wv 
Georgia... 146. 5 6.3 | 5 years and 42 weeks... 1.2 
Idaho-.-- 32.9 3.9 | 2 years and 5 weeks. _- 1.3 
Tilinois_-- 461.0 42.5 | 2 years and 36 weeks. 1.0 
Indiana _- 192.8 20,7 | 2 years and 17 weeks. 1.0 
Towa. -_... 110.5 4.2 | 6 years and 30 weeks... 6 
ia a seen 82.2 4.4 | 4 years and 34 weeks_. . 1.0 
PE in > a Snece aeniinhn 112.9 8.9 | 3 years and 8 weeks. -- 2.0 
pee ee 152.0 1.8 | 21 years and 5 weeks... 14 
NB os Liki ind womihinigipuathedl 41.4 4.4 | 2 years and 18 weeks_. 1.6 
I on «pian meimndnannmne ine 102.0 15.4 | 1 year and 34 weeks__. 1.0 
Massachusetts. -...........-.- 289. 5 30.3 | 2 years and 20 weeks 1.6 
Michigan. ......0.0-ssecssess 225. 8 70.9 | 41 weeks.............. 2.0 
DEER cin cduncatkabanuns 103. 1 11.1 | 2 years and 16 weeks... 1.0 
NE din ctiensessneee 31.8 | 3.0 | 2 years and 33 weeks 1.7 
PES. occdobthecccensene 217.0 11.1 | 4 years and 46 weeks 1.0 
a eee eee 38.8 5.1 | 1 year and 44 weeks. 1.3 
III «, ccentinnsonsesiennctiirneiciom 37.7 2.4 | 3 years and 48 weeks 9 
I 55 as cadaseuidies twas 17.4 2.5 | 1 year and 38 weeks_. 2.0 
New Hampshire. .-..----..--- 23.5 1.7 | 3 years and 23 weeks_- 1.6 
TE 6 a clincadgnancaudoe 397.9 | 44.7 | 2 years and 11 weeks_..__- 1.7 
Now. DEGEI6O. 66. -0002-scceces 40.2 .7 | 14 years and 18 weeks... .__| 1.2 
Og. . Sete 1, 277.7 86.4 | 3 years and 36 weeks. ._. 1.7 
North Carolina. -....-...-.--..- 174.6 8.8 | 4 years and 49 weeks... __. 1.4 
Nort JPOmOU. ........--5.-- 8.7 1,6 | 1 year and 18 weeks. .____-| 1.4 
to ag cncabasecedanas 563. 1 59.3 | 2 years and 19 weeks—. ____| 7 
Oklahoma. .-.-....----- sean 50. 5 3.8 | 3 years and 16 weeks... __.| 1.0 
| RR ee ee Savane 26. 5 15.7 | 22 weeks-..- “ 1.4 
Pennsylvania. .......---..--. 263. 3 5.4 1 GO Wie ncss csc pone 1.5 
I be cnconnnous enue 26.6 5.0 | 1 year and 17 weeks- - 27 
South Carolina............-.- 73.1 2.4 | 7 years and 31 weeks... -.__. 1.1 
Seath Dakete................| 13. 6 .7 | 4 years and 44 weeks... 9 
SIE aenintistassings iin tnndvin tpi tod | 81.6 10.4 | 1 year and 48 weeks. __ 1.7 
etn cnickninebimecunndtl 290. 6 12.1 | 6 years... oa Sea 7 
SENSE eRe 38.0 2.7 | 3 years and 26 weeks_.._- 1.3 
Vermont_....--.-- eTseyere Bde 15.6 1.5 | 2 years and 31 weeks_-._._| 1.3 
la 88.1 5.4 | 4 years and 4 weeks... 5 
Washington... .......---..-.-- 188.3 17.4 | 2 years and 36 weeks. ._- 2.3 
Wi ee 60.0 8.0 | 1 year and 45 weeks.__._- 1,0 
Wisconsin. ......---- aces 245. 6 13.0 | 4 years and 37 weeks____ 11 
Wyma ss ec nkbd-se cd 15.2 1.1 | 3 years and 23 weeks... ._ 1.1 








1 Data are from Bureau of Employment Security, U. 8. Department of Labor. 
2 Excess of benefit costs over unemployment compensation tax collections. 





The Cuarrman. The next witness is Mr. Leslie J. Dikovics, Council 
of State Chambers of Commerce. 
You may proceed, sir. 
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STATEMENT OF LESLIE J. DIKOVICS, ON BEHALF OF MEMBER 
STATE CHAMBERS OF THE COUNCIL OF STATE CHAMBERS OF 
COMMERCE 


Mr. Drxovics. Thank you, Mr. Chariman and gentleman, my name 
is Leslie J. Dikovics. I am associated with Walter Kidde & Co., Inc. 
of Belleville, N. J. I am a member of the social security committee of 
the Council of State Chambers of Commerce and appear here on 
behalf of the 28 member State chambers of the council listed at the 
end of my statement. 

At the outset, I want to point out that the organizations for whom 
I speak are strongly opposed to any legislation which will distort the 
basic purposes of the State unemployment compensation programs. 

We are equally opposed to legislation which would tend to lead to 
imposition of Federal standards and domination over these State pro- 

ams. I appeared before the House Ways and Means Committee on 
i ril 1 to state our view that both major proposals then being con- 
sidered by that committee would have these effects. 

Subsequently, the Ways and Means Committee reported a bill, H. R. 
12065, which in our view was at least as objectionable as the proposals 
on which it had held hearings. The bill was completely changed on 
the House floor, however, and now is similar to the President’s pro- 
posal but with significant exception. 

As amended by the House, H. R. 12065 authorizes the States to pay 
extended unemployment benefits with repayable Federal funds. The 
President’s proposal would have forced the States to do so. 

Because of its voluntary nature, the House bill is a material im- 
provement over the bill originally proposed by the President. More- 
over, for other reasons H. R. 12065 as amended is an improvement over 
the committee bill and the bill proposed by the House majority leader- 
ship. 

N evertheless, some of our reasons in opposition to the original bills 
in the House, H. R. 11326 and H. R. 11679, also apply to H. R. 12065, 
as amended. 

Since my testimony on the original bills is a matter of record in the 
— hearings of the Ways and Means Committee on this matter, 

shall not repeat it in detail here. Instead, I shall point up as briefly 
as I can the reasons for our view that H. R. 12065 is unnecessary legis- 
lation. 

These reasons are: first, that adequate resources now exist for such 
extension of benefits in the respective States as may be desirable; and 
second, that the present situation with respect to unemployment and 
benefit exhaustions does not warrant emergency Federal legislation. 

It has been estimated that H. R. 12065 would cost from $600 to $800 
million in Federal outlays. But why should these advances be neces- 
sary when the State now have in their unemployment reserves 10 times 
$800 million ? 

All States have both the power and the resources to pay all of the 
benefits that this bill contemplates with a few possibly having to turn 
to the Reed loan fund which exists under present law. The 10 States 
which have almost two-thirds of the total insured unemployment also 
had unemployment fund reserves of $5.4 billion of December 31, 1947. 

If benefit payments in these 10 States should continue for the full 








224 UNEMPLOYMENT. COMPENSATION 


ear 1958 at the first quarter rate, the total payments would be $2.7 

illion. Tax contributions during the year will be in the magnitude 
of about $1 billion which would indicate a drain on reserves in the 
amount of $1.7 billion. 

Even then the reserves in these 10 States would still total $3.7 
billion, or about 6 to 7 times the Federal funds that would be paid in 
these States if all 10 States participated in the program under H. R, 
12065. 

I now want to cite some facts which of themselves raise serious 

uestion as to the need for or wisdom of any action by Congress at this 
time with respect to the type of legislation you are consideri ing. 

While it is a fact that the total number of unemployed in March 
reached a higher level than at any time since 1941, a simple comparison 
of totals is misleading. Such a comparison is misleading because the 
irreducible minimum “unemployment figure grows as the total labor 
force grows. Therefore, it is necessary to use unemployment data in 
terms of percentage of the labor force to get meaningful comparisons, 

If we compare the current unemploy ment situation with the same 
period in the 1953-54 recession, we find that unemployment in the 
first 3 months of this year averaged 114 percentage points higher than 
in the same months of 1954. 

On the other hand, percentage unemployment in the first quarter 
of 1950 averaged 7.2 percent as compared to 7.0 percent in the first 
quarter of this year. 

If we consider exhaustions of benefits, which is the basis of H. R. 
12065, we find that there were a smaller number of exhaustions in the 
first quarter this year than in the last 2 quarters of 1949, the first 
2 quarters of 1950, and the third quarter of 1954. 

And the 1958 first quarter total was not greatly in excess of the see- 
ond quarter of 1954 and the first quarter of 1955. Moreover, the ratio 
of benefit exhaustions to covered employment in the first quarter of 
1958 was smaller than in each of 2 quarters in 1949, 1950 and 1954 
and in 1 quarter of 1955. 

The detailed figures follow in tabular form : 












| Number | Percentof 

Quarter exhaustions | covered em- 

| ployment 
July to September 1949__ ; : é ; baiake 534, 000 | 1.6 
Oct»ber to December 1949. eee ee i ae . : z 591, 300 | 1.8 
NOES 20 DE GRIR BIG a 0 6.90 oe eresinnicnameroaadunseceadanee inestae 730, 100 | 2.3 
ecco inal mom mmbdanwehiacclensen : | 528, 000 | 1.7 
April to June 1954___ ; | 469, 300 | 1.3 
July to September 1954-__- : ae teeta | 505, 000 | 1.4 
January to March 1955-- -- ; 473, 300 | 1.3 
January to March 1958_..........-.... 483, 900 1.2 





| 


It is apparent from these comparisons that the basis for supple- 
menting State unemployment-compensation benefits at this time is 
smaller than it was during quarterly periods in each of the years 
1949, 1950, and 1954, when neither the executive branch nor Congress 
thought is was necsesary even to consider legislation such as is now 
proposed. 

In his testimony before the Ways and Means Committee the Secre- 
tary of Labor estimated that a total of 2.3 million unemployed workers 
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would exhaust their benefits in calendar year 1958. This would imply 
a higher rate of benefit exhaustions in the last 3 quarters than the 
483,900 in the first quarter. 

Even then, however, the total for the full year would be less than 
the 2.4 million exhaustions in the 12 months ended June 30, 1950. As 
a percentage of covered employment, the 2.3 million estimated benefit 
exhaustions in 1958 would be considerably less than the 2.4 million 
exhaustions in the 1949-50 12-month period—5.6 percent in 1958 as 
compared to 7.4 percent in 1949-50. 

I would not attempt to predict when there will be a noticeable 
pickup in business activity with the improvement in job opportunities 
that would go with it. But there are some favorable factors in the 
business picture which should bring about increased activity in the 
months ahead. 

One is the inventory liquidation which began in the last quarter of 
1957 and continued at least through the first quarter of this year. 
This factor alone accounts for an appreciable part of the drop in 
production of some manufacturing industries, like steel, and it has 
caused unemployment not only in those industries but also in trans- 
portation which is directly affected. With inventories being worked 
down, a more solid base is being set for a rise in production activity. 

Other factors which should lead to increased business activity and 
more jobs include the measures taken to ease credit, the stepping up 
of military procurement, renewal of construction activity which had 
been held up by the unusually long and severe winter, and actions 
already taken by the administration and Congress to accelerate certain 
programs such as housing and highway construction. 

In conclusion, I repeat that we do not believe Congress should at this 
time enact legislation of the type you are considering. Unemployment 
insurance designed to meet the needs of each of the several States is 
but one part of the economic program required to soften the effects of 
periodic adjustments in business activity. It was never intended, nor 
can we expect, that these insurance programs alone can smooth out 
all the dips in our economic curve. Nor should benefits be arbitrarily 
extended as a temporary expedient and thus impair a sound concept 
of the State unemployment insurance programs. 

Thank you, Mr. Chairman, and gentlemen, for this opportunity to 
present these views. 

The Cuarrman. Thank you, sir. 

Are there any questions ¢ 

Senator Doveias. Mr. Dikovics, I would like to ask whether your 
separate State bodies have thwarted or opposed the extension of bene- 
fits on the State level ? 

You are now saying we shouldn’t have Federal action. Now, I 
would like to inquire what has been the attitude of your constituent 
State bodies as to State action ? 

Mr. Drxovics. Let me say, sir, that as far as I know, there is no 
concerted opposition to extension of benefits. But we must take into 
conisderation the variations in the various State programs because of 
the benefit levels. 

Senator Dovetas. Do you know of any State body, any State 
chamber of commerce which has supported extension of benefits on a 
State level. 
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Mr. Drxovics. The answer is “No,” sir; I don’t know of any that 
have supported it. I don’t know of any. 

Senator Dove.as. Is it not true that in virtually every instanee, 
they have opposed extension of benefits by States ? 

Mr. Drxovics. But again, I think the opposition must be related 
to other features of that particular program. 

Senator Dovue.as. I mean on the extension of benefits haven’t they 
been opposed to that ? 

You say you don’t know of a single case where they favored it, and 
Iagree with you. So far as any knowledge goes, I don’t know of an 
cases. All the cases that I know of are cases of opposition on State 
levels. 

Mr. Drxovics. Yes. I know of cases of opposition, but I would 
like to be permitted to explain that the opposition is not alone directed 
to the extension of benefits because the extension must be related to 
the amount of benefits that are also being paid and the form of them, 

Senator Dovewas. This is really the position that you gentlemen 
put yourselves in: when there is Federal legislation before us, you 
come before us and say, “You shouldn’t have Federal legislation to 
extend benefits, this is a matter for the States.” Then when these pro- 
posals for extension of benefits are up before the State legislatures, 
you oppose State action. 

So that, in effect, you are opposed to the extension of benefits? 

Mr. Drxovics. I can’t agree with you, sir, entirely. 

Senator Doveras. But to 994%o9 percent, you would agree with 
me ? 

Mr. Drxovics. Yes. 

Senator Doveras. Thank you. 

Mr. Drxovics. Yes, but 

The Cratrman. Thank you very much, Mr. Dikovics. 

(The following was later received for the record :) 





STATEMENT TO THE FINANCE COMMITTEE OF THE UNITED STATES SENATE, BY THE 
INDIANA STATE CHAMBER OF COMMERCE, IN OPPOSITION TO H. R. 12065 AND 
OTHER PENDING UNEMPLOYMENT INSURANCE LEGISLATIVE PROPOSALS 


(The Indiana State Chamber of Commerce, of Indianapolis, Ind., respectfully 
requests that this statement be considered by the Senate Finance Committee and 
be made a part of the record of proceedings in hearings by the committee on 
H. R. 12065. The statement is intended to supplement a statement presented to 
the committee by Mr. Leslie J. Dikovics, of New Jersey, a spokesman of the Coun- 
cil of State Chambers of Commerce appearing for the Indiana and other State 
chambers of commerce. ) 

Representing the strongly prevailing viewpoints of Indiana employers, the 
Indiana State Chamber of Commerce is opposed to passage of H. R. 12065 or of 
any other Federal legislation that would establish either temporary unemploy- 
ment benefits or additional Federal standards controlling the operation of State 
unemployment compensation systems. 

We are convinced that should the Congress feel emergency Federal cash as 
sistance in the present situation is necessary, then such assistance should be pro 
vided directly, on a needs basis, through a means entirely divorced from unem- 
ployment compensation. Such a means, utilizing a not-too-severe needs test, 
readily could be devised and put into operation. 

Inactment of H. R. 12065 would be unwise, in our opinion, because— 

1. It would represent the misuse of unemployment compensation for emergency 
relief purposes—without the essential element of a needs test. 

2. It would establish the precedent for political action extending the dura- 
tion of unemployment benefits each time there is a cyclical upturn in unemploy- 
ment, thereby destroying insurance principles and inviting the kind of deteriora- 
tion of unemployment insurance that occurred in Great Britain in the 1920’s. 
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8. It would represent Federal intervention and would be a major step toward 
Federal domination of the State unemployment compensation programs. 

The same objections and criticisms would apply, in even stronger degrees in 
some instances, to other legislative proposals in the unemployment insurance 
field that recently have been considered or are now pending with the Congress. 
The original form of H. R. 12065 as reported by the Committee on Ways and 
Means of the House of Representatives, for example, would have discarded basic 
insurance principles with even greater abandon than the current version of the 
measure. : 

Another bill pending with the Finance Committee—S. 3244—would establish 
immediately rigid Federal controls over State programs. These controls in S. 
3244 would force the States to use public funds for the payment of strike bene- 
fits; would make policing of the State programs against abuses almost wholly 
ineffective; would force States to offer unemployment benefits substantially ex- 
ceeding in the aggregate the wages through which the benefit rights were earned, 
and in numerous other ways would destroy sound principles of unemployment 
compensation. 

The principal purpose of unemployment compensation is that of helping to sus- 
tain income of individuals during periods of temporary and short-term unemploy- 
ment, while they are moving from job to job. Under conditions such as those 
of the current upturn in unemployment, the program automatically bears the 
brunt of the burden of supporting the purchasing power of unemployed persons. 
However, unemployment compensation is not and never was intended to be an 
emergency relief program. 

When unemployment compensation is utilized for relief purposes or as a means 
of placing cash in the hands of individuals for periods of sustained or perma- 
nent unemployment—on a mass basis without a needs test—it becomes neither 
a job insurance program nor a relief program. It is an outright dole. Both 
the insurance principles and the relief principles have been abandoned. Great 
Britain’s experience was that an initial “temporary” extension of unemployment 
benefits led to further, successive extensions until the unemployment insurance 
system had deteriorated into exactly that kind of an irresponsible dole. 

We are well aware that under H. R. 12065 any State has the right to refuse 
to enter into an agreement to administer the additional Federal benefits and 
thereby may prevent them from being paid within the State. Technically, States 
rights have been recognized thereby. As a practical matter, a great degree of 
compulsion still will exist through the appearance created by passage of the 
measure that here is a large pool of Federal funds ready and waiting to be 
tapped. 

The fact is that all States already have both the power and the funds (a few 
through recourse to the Reed fund) to pay all of the additional benefits that H. 
R,. 12065. contemplates. Consequently, it must be assumed that compulsion upon 
the States to act to authorize the additional 50-percent benefit payments remains 
as the only purpose of the measure. 

It is not to be denied that any cylical downturn of economic conditions cre- 
ates individual hardships. This fact, however, does not justify an exaggeration 
of the breadth and impact of the hardships. Such an exaggeration should not 
be permitted to lead to action doing irreparable damage to the proper functioning 
of State unemployment compensation programs. When the normal load of un- 
employment existing even in the most prosperous times is taken into account, it 
must be concluded that the current rise in unemployment is relatively mild and 
apparently has reached its peak. 

Available statistics as to the number of persons who have exhausted their 
rights to State unemployment benefits—and who therefore would be eligible for 
the proposed additional benefits—do not reveal how many of such persons either 
have gone back to work, or are in families with one or more members still work- 
ing full time, or are persons who never have been regular and full members of 
the labor force. But the number is very substantial. Therefore, to assume that 
persons who have exhausted their rights to State unemployment benefits since 
mid-1957 are entitled to some special form of relief as a matter of right is to 
exaggerate grossly the true facts of the situation. Furthermore, it is to be re- 
membered that all States have both general and special public assistance pro- 
grams through which cases of real need among persons exhausting their unem- 
ployment benefit rights are being met. 

We do not feel that current economic conditions in any way justify steps 
which, based upon experience, could well result in the destruction of established 
state unemployment insurance programs. 
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The present State unemployment compensation program in Indiana is con- 
structed and is functioning in a manner that represents the best judgment of the 
Indiana Legislature as to the proper components of a program to carry Out the 
purposes expected of unemployment compensation. We would deeply regret see 
ing this program impinged upon by hasty Federal action which, in our opinion, 
would undermine the long-range solidity and soundness of the State program. 

Respectfully submitted. 

Jack BE. REIcuH, 
Executive Vice President, Indiana State Chamber of Commerce. 

The Cuatrman. The next witness is Mr. Theodore J. Krauss, Con- 
ference of State Manufacturers. 

Please proceed. 


STATEMENT OF THEODORE J. KRAUSS, ON BEHALF OF THE CON- 
FERENCE OF STATE MANUFACTURERS ASSOCIATION 


Mr. Krauss. Thank you. 

Mr. Chairman and members of the committee, my name is Theodore 
J. Krauss. Iam the executive vice president of the Associated Indus- 
tries of Missouri, with offices at 2031 Railway Exchange Building, St. 
Louis, Mo. 

I am appearing here today on behalf of the Conference of State 
Manufacturers Associations, and I am authorized to speak on behalf 
of 31 organizations, the names of which appear in the statement which 
is before you, and on their behalf. I want to express to the members 
of the committee our appreciation of the time that has been allotted 
to us. 

First of all, I should like to state clearly and concisely just what 
we are for and what we are against. 

We are for (1) the continuation of the unemployment compensation 
programs enacted and administered by the 48 States, Alaska, Hawaii, 
and the District of Columbia. 

(2) We are for the effective administration of these laws as the 
responsibility of the States, and (3) we are for the review and revision 
of the individual State programs by the States themselves when, as, 
and if the circumstances of the economy in any particular State indi- 
cates such a need. 

We are against (1) any intervention by the Federal Government in 
the State programs, by the establishment of any universally applied 
standards of benefits, or duration, or taxation. 

(2) We are against the Federal imposition of any benefit programs 
which have no relationship to the insurance principles underlying 
present laws. 

And (3) we are against the use of Federal pressure by legislative 
fiat. to require or to make it politically expedient for the States to do 
that which they are perfectly able to do themselves out of financial 
reserves already available. 

While the bill which has passed the House, H. R. 10265, is the prin- 
cipal matter before this committee, I understand that other proposals 
relating to the subject of unemployment compensation may also be 
before you. Therefore, I am extending these remarks to include com- 
ments on other aspects of unemployment compensation as well as 
H. R. 12065. 

Senator Kerr. May I ask a question, Mr. Chairman ? 

Mr. Krauss. Yes, sir, Senator. 
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The CHarrman. Senator Kerr. 

Senator Kerr. Do you address yourself specifically to H. R. 12065 
anywhere in your statement ? 

fr. Krauss. Yes, sir; all of the following pages are directed specifi- 
cally to it, Senator. 

Senator Kerr. All right. 

Mr. Krauss. The unemploy ment compensation amendment adopted 
by the House, and that is H. R. 12065, the Herlong amendment, is a 
substantial improvement over the bill as reported by the Ways and 
Means Committee in two respects: 

(1) It removes the unworkable and unsound extension of un- 
employment benefits to people without covered employment; 

(2) It substitutes persuasion and pressure for brute force as 
a means of extending coverage under State laws. 

The bill is clearly a compromise with sound unemployment com- 

nsation pr inciples. In effect, it offers a Federal loan, for a purpose 

not authorized by present State laws, to States that don’t need the 
money, in order to induce these States to extend the duration of benefit 
ayments to people whose rights under existing laws have already 

n met. 

While the bill is a substantial improvement over the other measures 
that have been proposed, including the bill reported by the Ways and 
Means Committee, it still represents a serious compromise with sound 
unemployment compensation principles. 

The minority report of the House Ways and Means Committee 
listed the following brief summary of points in opposition to the orig- 
inal committee bill: 

(1) The bill destroys the insurance principle underlying unemploy- 
ment insurance by furnishing Federal finds to enable a State to ex- 
tend benefits regardless of any actuarial or insurance principle. 

Senator Kerr. H. R. 12065 does not do that? 

Mr. Krauss. H. R. 12065 does do that and—— 

Senator Kerr. One point at a time. 

It does not do that ? 

Mr. Krauss. H. R. 12065 does, in effect, do this also; yes, sir. 

These five points which I have listed here as minority objections by 
the’ members of the House Ways and Means Committee “apply w ith 
almost equal force to the present bill as they do to the organizational 
bill. 

The Cuatrman. I would like to have you explain that because this 
present bill is optional with the States. 

Mr. Krauss. “7 right. 

Let’s take No. 1: The bill destroys the insurance principle underly- 
ing Diekateans insurance by furnishing Federal funds to enable a 
State to extend benefits regardless of any actuarial or insurance 
principle. 

This bill does not seek to base benefits upon past work experience, on 
past earnings, past wage credits. It has—it is simply something 
wey out of the air, a 50- percent extension of present unemploy ment 

nefits to anyone who has exhausted it. 

The Cuarrman. Providing the States apply for it. 

Mr. Krauss. Oh, yes. In that connection, Senator, I have ob- 
served that is a great improvement over the original bill. 
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The Cuarrman. I am not defending especially the present bill, but 
I think we ought to make it clear that the present bill does give the 
States the option to accept the provisions of the bill or not, as they 

lease. 
z In fact, they affirmatively have got to ask for it. 

Mr. Krauss. That is correct, sir. 

Senator Kerr. You say, “regardless of any actuarial principle.” 
Do you not believe that the States actually have the reserves to enable 
them to do just that if they saw fit to do so and still the operation 
would be a sound actuarial program ? 

Mr. Krauss. Yes, I do, Senator, and I expanded on that somewhat 
later in the statement. 

Senator Kerr. We are talking about No. 1. 

Mr. Krauss. The States do have the resources to extend their sys- 
tems with the reserves they have available, with the ability which 
they have to make loans under the present law, and they can, suiting 
the particular circumstances of their particular States, make ex- 
changes which will be actuarially sound 

Senator Kerr. How could they make the exchange provided for in 
H. R. 12065—that is, to give automatic 50 percent extension or exten- 
sion equal to 50 percent of the benefits which they had had, but which 
are exhausted—and do so on a sound actuarial basis? 

Mr. Krauss. I don’t think so, Senator, for the reason that in those 
cases, there will be no consideration given to seasonal employment, to 
part-time workers, people who are secondary wage earners. 

Senator Kerr. Now, you are talking about the equity of the ap- 
plication of the principle to the individual beneficiary ? 

Mr. Krauss. That is right. 

Senator Kerr. I am talking about the actuarial conditions. I take 
it that that means that that refers to the financial ability, the income 
and disbursements into and out of the fund on the basis of its receivers, 
its actual ability, and the proposed increased ability. 

Mr. Krauss. Well, I am not an actuary, Senator. 

Senator Kerr. Well, then, why are you talking about something that 
would extend benefits “regardless of any actuarial principle” if you 
don’t know anything about it? 

Mr. Kratss. I am quoting here the statement of the minority of 
the House Ways and Means Committee, sir. 

Senator Kerr. You said they applied to this bill although this is 
not the bill to which the minority report was addressed ? 

Mr. Krauss. That is correct. 

Senator Kerr. If you say it applies to this bill, you are doing that 
on your initiative; are you not? 

Mr. Kravss. That is right, I am. 

Senator Kerr. In spite of the fact you now tell me you don’t know 
anything about it. 

Mr. Krauss. I didn’t say I know nothing about it. I said I was not 
an actuary. 

Senator Kerr. Well, I thought you said you didn’t know anything 
about the actuarial validity of the matter. 

Mr. Krauss. No, I didn’t 

Senator Kerr. Or do you not regard yourself as competent to speak 
on the actuarial phases of it? 

Mr. Krauss. I said I am not an actuary. 
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Senator Kerr. I said, do you. or do you not regard yourself as 
competent to speak on the actuarial phases of it? 

r. Krauss. I can speak on the actuarial phases of it, although I 
don’t regard myself as an actuary. 

Senator Kerr. I know I can speak on the Choctaw language, al- 
though I don’t understand it. Do you feel yourself competent to 
talk on the actuarial phases of it ? 

Mr. Krauss. As an actuary, I do not. 

Senator Kerr. Do you regard yourself competent to speak on the 
actuarial phases of it as a witness, or whatever you are. 

Mr. Krauss. The observations which I have been making, so far 
as the actuarial soundness, Senator, go to the fact, as I pointed out 
before, that the extension proposed by this bill is a flat extension 
without regard to previous earnings or attachment of the labor force 
of the people who are going to draw benefits. Under all State sys- 
tems, there are base periods set up during which wage credits are 
credited to iadivideals who have worked and who have earned so 
much right, so much entitlement. 

Senator Kerr. I have some knowledge of that, and my lack of addi- 
tional knowledge is not so acute that I want to take either your time 
or mine to have you provide it. 

Mr. Krauss. ‘Thank you, sir. 

Senator Kerr. If you want to answer my question, I take it that 
it is because if you did answer it it would be in the negative, and 
then, so far as I am concerned, I will figure that any observations 
you make on the actuarial phases of it are speculative. 

Mr. Krauss. Shall I proceed, then, to other parts? 

Senator Kerr. If that is the way you want to leave it, yes. 

Mr. Krauss. Thank you, sir. 

Senator Kerr. Yes. 

Mr. Krauss. The bill departs from the existing program in that it 
changes it from an insurance program to a relief program. At the 
same time, it fails to provide an essential principle of relief—pay- 
ment of money on the basis of need. 

Senator Kerr. That was addressed. That was the second objection 
the minority had, as reported out by the House Ways and Means 
Committee. 

Mr. Krauss. That is right. 

Senator Kerr. In your judgment, does that apply to the bill before 
the committee ? 

Mr. Krauss. I think so, for the same reason. 

Senator Kerr. You think it becomes a relief program? 

Mr. Krauss. I think it does. 

Senator Kerr. All right. 

Mr. Krauss. Three, the basic purpose of the unemployment-com- 
pensation system is to pay benefits for relatively short periods of the 
normal labor market—not to take care of long periods of unemploy- 
ment during a recession or during a depression. : 

Four, in the interest of preserving the integrity of the Federal- 
State system, Congress has adhered to the principle that benefits 
should be paid only to those with earned rights, and has consistently 
refused to provide Federal grants for emergency payments. 

Senator Kerr. Do you regard this H. R. 12065 as being a bill 
which would provide Federal grants? ; 
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Mr. Krauss. It would provide Federal funds. 

Senator Kerr. Would you care to answer my question ? 

- Mr. Krauss. Well, it is in the nature of a Federal grant in that 

the money is made available to the States. 

Senator Kerr. Asa grant? 
© Mr. Krauss. With a provision 

Senator Kerr. As a grant? 

Mr. Krauss. That it must be repaid. 

Senator Kerr. As a grant? 

Mr. Krauss. Unless the obligation to repay would later be for- 
given. 

’ Senator Kerr. As a grant! 

‘Mr. Krauss. As a loan. 

Senator Kerr. As a loan? 

-Mr. Krauss. As a Joan. 

‘ Senator Kerr. Well, now, is a loan synonymous with a grant? 
Mr. Kravss. A loan is not synonymous with a grant; no, sir. 
Senator Kerr. Then that objection would not apply to H. R. 12065, 

would it, since it makes no Federal grants ? 

Mr. Krauss. If you are going to use the word “Federal grant” in 
that respect, yes. 

Senator Kerr. That is what you used. I am not applying it into 
the deal. You were the one who brought it up. Is it all right for 
ine to use the same words you do? 

' Mr. Krauss. It is perfectly all right, Senator. 

Senator Kerr. Does H. R. 12065 provide Federal grants ? 

Mr. Krauss. H. R. 12065 provides for Federal loans. 

Senator Kerr. Yes, but does it provide 

Mr. Krauss. They are made to the States. 

Senator Kerr. Does it provide for grants? 

Mr. Krauss. For the payment of benefits without reference to any 
earned rights, as it says here. 

Senator Kerr. I understand, and that objection would have the 
validity of being based on actuality. I am wondering if you think 
No. 4 here is based on actuality. 

Mr. Krauss. I think it is. 

Senator Kerr. You think it is? 

Mr. Krauss. Yes. 

Senator Kerr. That means you think H. R. 12065 provides Federal 
grants? 

Mr. Krauss. It provides Federal grants. 

Senator Kerr. Period. 

Mr. Krauss. Not in the sense—— 

Senator Kerr. It either does or it does not. It either does or does 
not; is that correct? 

Mr. Krauss. Let’s call them loans, then. 

Senator Kerr. What are they? Let’s don’t call them loans unless 
they are loans. 

Mr. Krauss. They are loans for the purpose, Senator, or providing 
these benefits without any reference to earned rights, and that is what 
the committee said, and that is all that I am saying. 

Senator Kerr. That is not what the committee said in this para- 
graph. It said it has consistently refused to provide “Federal 
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grants.” If you are using the term “loans,” or if you are using the 
term “grants” or referring to it on the basis that it is synonymous 
with loans, just say so, and then we will understand what you mean. 

Mr. Krauss. In this particular case, I will say that that is the 
sense in which it is being used. 

Senator Kerr. All right. 

Mr. Krauss. Congress has reserved to the States the complete dis- 
cretion as to determining the amount and duration of benefits, and 
has previously rejected all measures which sought to impose Federal 
standards on State systems. 

The sixth point in the minority report related to the payment of 
benefits to individuals without covered employment, and does not 
apply to the current bill. The other five mmority objections to the 
committee bill, however, apply almost with equal force—as a matter 
of principle—to the measure passed by the House. As a practical 

matter, we do not know, of course, what effect this bill would have. 
We may only guess. 

Senator Kerr. You would know this; it would provide money to 
people that are out of work, would you not ¢ 

Mr. Krauss. Yes, indeed, and I go on—— 

Senator Kerr. You do know, as a practical matter, that it would 
have that — t, don’t you? 

Mr. Kravss. I know it would have that effect, and I also know 

Senator Kerr. You are not guessing about that ? 

Mr. Krauss. 1 am not guessing about that; no, sir. 

Senator Kerr. All right. 

Mr. Krauss. It is certainly safe to assume that the enactment of 
this bill by Congress will be used as a lever to exert strong pressure on 
every State to extend the period of benefit duration. How effective 
this pressure may be is likely to vary from State to State. There are 
many States at the present time with only normal or less-than-normal 
unemployment. In these States, Federal pressure may not have 
much effect. 

However, in the States where there is substantial unemployment, it 
may be anticipated that the Federal pressure brought by this bill will 
be irresistible. 

It seems to be presumed by the supporters of the House bill that the 
extension of benefits under this plan would require State legislation. 
It may be anticipated, therefore, that the first pressure would be upon 
the governors to call special sessions of the legislatures and then the 
pressure would be exerted upon the members of the legislatures to 
extend benefits. 

The States have large reserves, cumulatively amounting to approxi- 
mately $9 billion, which could be used to meet these payments. Any 
State in which the reserve declines to the amount of 1 year’s benefits 
has the privilege under present law of borrowing funds from the 
Federal Government under the provisions of Public Law 567, ap- 
proved August 5, 1954, commonly referred to as the Reed loan fund, 
which, gentlemen, was an extension of the original George loan fund, 
which was voted back in 1944, through which $200 million has been 
set aside for loans to the States with authority in Congress to 
appropriate $1 billion more. 

This money comes from the excess left over after paying admin- 
istration costs of the State programs from the three-tenths of 1 per- 











234 UNEMPLOYMENT COMPENSATION 


cent tax which all employers throughout the country pay to the 
Federal Government. 

Incidentally, I personally appeared before this committee at a pub- 
lic hearing prior to its approval of this legislation in 1954 on behalf 
of associations I am representing here today, to urge its adoption. 

Offhand, it would seem unlikely that even after having extended 
benefits as contemplated by this bill, any State would immediately 
borrow for this purpose. To put it bluntly, borrowing money to use 
for a purpose for which the State has already built up a substantial 
reserve would seem a little silly. 

Senator Kerr. Just a little silly ? 

Mr. Krauss. That is the way I expressed it here, Senator Kerr. 

Senator Kerr. I was just trying to get what you meant. 

What is the difference between “silly” and “a little silly” ? 

Mr. Krauss. It is just a matter of interpretation. 

Senator Kerr. How do you interpret it ? 

Mr. Krauss. Well, it just seems to me that the expression used here 
is to convey the idea that to borrow money when you have got money to 
do the thing for which you are borrowing is not a very sagacious thing 
to do. 

Senator Kerr. The term “is not very sagacious,” if you don’t mind 
is synonymous with “a little silly” ? 

Mr. Krauss. Let’s say perhaps it would have been a better way to 
express the matter than to use the words “a little silly.” 

Raine Kerr. If it would have been a better way, why don’t you 
amend the statement to use it ? 

Mr. Krauss. All right, we will consider it as amended as of now. 

It is likely that a number of States would extend the duration of 
their benefits and meet the cost out of their own reserves until these re- 
serves become depleted. After depletion of the reserves, they would 
then borrow from the Federal Government and, in due course, the 
money would be repaid to the Treasury by higher Federal taxes on em- 
ployers. 

In this connection, it should be pointed out that when the unemploy- 
ment compensation systems were inaugurated some 20 years ago, 
taxes were collected first to build up a reserve for the payment of ben- 
efits. This bill reverses the process. 

State legislatures would have to assume no responsibility at this 
time for increasing payroll taxes to pay for the additional benefits. 
On the other hand, ina State where there is substantial unemployment, 
the extension of durations 50 percent would be irresistible to a legisla- 
ture wishing to avail itself of the provisions of H. R. 12065 because it 
offers a pay-later plan under which the benefits could start now and 
the uniform Federal tax begin in January 1953. 

Further, the Federal Government may at some future date forgive 
the responsibility to repay. 

We arrive, then, at this conclusion regarding the probable effect 
of the bill: 

It would create special pressures on the States, and these pressures 
in many States would result in the extension of the duration of 
benefits. Such sudden extension of benefits beyond the amount con- 
templated when the taxes for this purpose were originally levied 
and when the reserves were built up would probably deplete many of 
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the reserves to the point where borrowing from the Federal loan fund 
would be necessary. 

At that point each State would have to make the decision whether 
to increase State taxes or to recoup the funds by increasing Federal 
taxes on the employers of the State. It seems likely that in many 
States the latter course would become politically more attractive. 

I would like to insert here, if I may, Mr. Chairman, some observa- 
tions. 

I understand there has been testimony that States are not in posi- 
tion to inerease or establish tax rates in.excess of 2.7. The fact of the 
matter is that, of course, they are and some States have. I represent 
one which is an example. 

In Missouri we have had a tax rate of 3.6 percent of payrolls, In 
1957 the law was amended so that in 1959 we start on a schedule of 
increases and decreases, as a matter of fact, which bring the maximum 
by 1963 up to 414 percent. 

So that the States do have the authority, there is nothing to restrict 
them from increasing their own tax rates. 

I think, too, that that is related to the testimony of this morning 
concerning the situation in the State of New York, to which Senator 
Javits referred, as to the effect of increasing benefits or taxes in a 
State creating a competitive advantage and having an effect upon the 
attraction of industry to the State. 

Now, undoubtedly, unemployment benefits and unemployment tax 
rates are one of the factors considered. I had the privilege yester- 
day of hearing some of the testimony here; and, if I may say so, 
Mr. Chairman, I think you made a very sagacious observation at 
that time, which was that State tax rates on various matters vary from 
State to State. Some States have income-tax laws applying to indi- 
viduals and corporations, others do not. Some have sales tax, others 
do not, and this unemployment tax is Just one of the things which 
goes into the entire picture which industry considers in deter mining 
whether or not a State has a favorable business climate, and which 
would attract it to establish a plant there. 

It must be reiterated here for emphasis that any State today, with- 
out new Federal legislation, could extend its period of benefit duration 
by 13 weeks or 26 weeks or 100 weeks and then would have the right 
today, if its funds were depleted, to borrow from the Reed loan fund. 

States which are induced by this legislation to extend their benefit 
period can extend these periods permanently and if they go bankrupt 
still recover any deficits thereby created by borrowing from the Reed 
Federal loan fund and letting the Federal Government recover the 
money through higher Federal taxes on employers. 

We cannot find in the histor y of social legislation any support for 
the view that unemployment benefits once granted are likely to be 
terminated. The designation of this legislation as “temporary” is 
therefore meaningless. 

In summary, as pointed out in the beginning, this bill provides the 
velvet glove to cover the iron fist of the compulsory measure proposed 
by the “House W ays and Means Committee. It has some advantages 
in that it probably would not be immediately universal in applica- 
tion; it preserves the legal right of the States to reject the Federal 
program; and it avoids the unsound fiseal principle of an outright 
grant. 
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Senator Kerr. Now, wait a minute. I thought you said a while 
ago it was synonymous ‘with a grant. 

Mr. Krauss. We are going to have to get back, I guess, Senator, 
to what the House committee said. 

Senator Kerr. No; I just want to call your attention to the faet 
that you are saying here-—— 

Mr. Kravss. It is not an outright grant. I think I conceded that 
before, Senator. If I didn’t, I do. 

Senator Kerr. What it did do was synonymous to a grant? 

Mr. Krauss. What it did do was to lend money to States which 
were required to pay back, but the money was loaned for the purpose 
of paying benefits unrelated to the basis on which unemployment 
benefits heretofore have been earned under the State systems. 

Senator Kerr. But it is not an outright grant? 

Mr. Krauss. It is not an outright grant. 

Senator Kerr. We understand each other better. 

Mr. Krauss. But beyond this, the bill represents a direct imposi- 
tion of strong political pressure on the States to pay unemployment 
benefits in the interest of expediency to meet a temporary recession 
condition under a system that was not designed for this purpose. 

In 1935 the House Ways and Means C ‘ommittee carefully pointed 
out the objectives and the limits of unemployment insurance. In 
its report No. 615, on April 5, 1935, on the social security bill, it said: 

* * * Unemployment insurance cannot give complete and unlimited compen- 
sation to all who are unemployed. Any attempt to make it do so confuses un- 
employment insurance with relief, which it is designed to replace in large part, 
It can give compensation only for a limited period and for a percentage of the 
wage loss. 

This statement was in accordance with principles enunciated by the 
report made to President Roosevelt in 1935 by his Committee on Eco- 
nomic Security ; 

* * * In any event, the maximum number of weeks of: benefit that may be 
drawn is definitely limited through a ratio of weeks of benefit to weeks of prev- 
ious employment (1 to 4 in our calculations) and by absolute limitations. (We 
suggest to the States in framing their laws that on the basis of 3-percent-contri- 
bution rate the maximum benefit period cannot safely exceed 16 weeks and 
should be reduced to 15 weeks, if it is desired to give workers who have been 
long employed without drawing benefits an additional (maximum) week of com- 
pensation for each 6 months they have been employed without drawing bene- 
fits, up to a maximum of 10 additional weeks. ) 

H. R. 12065 does not follow the recommendations of the above two 
committee reports because it authorizes payment of additional benefits 
for additional weeks without regard to a claimant’s previous length 
and regularity of employment. 

We feel that while the effect of this bill will be far slower and more 
gradual than under other proposals, its ultimate result may well be to 
destroy the sound elements of the State unemployment compensation 
systems. 

Information preceding the commencement of these hearings indi- 
cated that Senate bill 3244 introduced by Senator Kennedy of Massa- 
chusetts and others may be urged as a substitute for the pending bill. 

The primary effect of this bill would be to force broad increases in 
State unemploy ment compensation benefits and to finance these bene- 
fits with Federal funds, thus, in effect, making the unemployment com- 
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pensation system largely a Federal program operated through State 
encies. 

The bill would prohibit States from imposing a qualification re- 
quirement of more than 30 times weekly benefits, more than 114 times 
high quarter wages, or more than 20 weeks of employment. But the 
— would be required to pay benefits up to a maximum of 39 weeks 

to anyone satisfying these requirements, so that in normal cases the 
maximum duration of benefits would substantially exceed the required 
duration of cere 

The act would require States to fix maximum benefits at not less 
than two-thirds of the average weekly wage within the State. This 
weekly wage would be based upon earnings of all employees including 
administrative and managerial salaries—not just the prior earnings of 
the employees who claim benefits. 

The State would be required to pay each beneficiary at least half of 
the individual’s average weekly wage up to the above maximum, 

States would be prohibited ‘from imposing any disqualification be- 
yond a 4 weeks’ postponement of benefits for a maximum period of 12 
weeks may be imposed upon the person who willfully and intention- 
ally steals money to which he is not entitled. 

What this bill in reality would do would be to substitute the judg- 
ment of a majority of the Members of Congress for the judgment of 
some 7,613 men and women from all walks of life who serve in the 
State legislatures throughout the United States. These are the people 
who have dealt with the unemployment compensation laws for over 
20 years and who have developed finance ially sound State systems hav- 
ing almost $9 billion in reserve for the payment of benefits. These 
are the people who are to be told by the Federal Government, which 
has a $275 billion debt and is currently operating at a deficit that 
“if you do it our way and your reserve funds dwindle to a certain 
level (6 percent of the State’s annual taxable payroll or to an amount 
less than the benefits paid during the preceding 2 years) the Federal 
Government will give you a grant- in-aid out of its deficit- spending, 
debt-ridden largess.” 

Senator Kerr. What does that “largess” mean ? 

Mr. Krauss. That indicates a large quantity of something. 

Senator Kerr. Do you think you have used it properly ? 

Mr. Krauss. It issomething which does not exist. 

Senator Kerr. Out of its debt-ridden largess. 

Mr. Krauss. It is a matter of expression. 

Senator Kerr. I am not saying it is not properly used. I am always 

lad to increase my vocabulary, but in doing so, I would want to do 
it on the basis that somebody else would not want to have the same 
doubts about it as I have about the way you have used it. 

Mr. Krauss. Well, the term “largess,” of course to me signifies a 
lot of something, and ‘of course— 
Senator Kerr. A lot of something generally thought of but not 
specifically ? 
Mr. Krauss. Available in this case. 
Senator Kerr. Not capable of being specifically described. 
Mr. Krauss. All right. 
Senator Kerr. We won't go into it. 
Mr. Krauss. All right. 
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It is unthinkable that a majority of the Members of Congress would 
deliberately set out to destroy the unemployment-compensation-in- 
surance programs in 51 jurisdictions and substitute for them a Fed- 
eral dole. And yet that would be the inevitable result of the politica} 
insurance encompassed in 8. 3244. 

In conclusion, it is our judgment that, in this year of our Lord 1958, 
there is no need for the Congress to adopt any legislation affecting the 
State unemployment-compensation programs. The States are per- 
fectly capable of handling the matter themselves, and have the reserve 
funds and loan resources, if needed, to do so. 

Thank you. 

The Cuarrman. Thank you, Mr. Krauss. 

Are there any further questions ? 

Senator Kerr. I just want to ask 1 or 2 questions, if I may, Mr. 
Chairman. 

The Cuatrman. Senator Kerr. 

Senator Kerr. I gather, from your analysis of this bill, that you 
have arrived at the conclusion that, if H. R. 12065 is enacted, it will 

rovide benefits to certain unemployed which those unemployed people 

1ave not earned, and which, as of this hour, they have no entitlement 
or right to receive. 

Mr. Krauss. I think that is a correct statement, Senator. 

Senator Kerr. If that is correct, then would not you believe tliat 
Congress would be making a mistake to provide benefits for the bene- 
ficiaries of this bill, and not provide them for all other citizens 
similarily situated ? 

Mr. Krauss. Well, now, you are bringing into this program people 
who have never had any relationship'to it before. 

Senator Kerr. Now, the ones who would be the beneficiaries of this 
bill, if I understand your evidence, in your judgment, are not entitled 
to the benefits of this bill. 

Mr. Krauss. No, Senator; this is an insurance program. The 
insurance program has met its requirement. 

Senator Kerr. I will tell you what you would do, if you would 
answer my questions and then make a speech, I would be very glad, 
and I can’t keep you from making a speech without answering the 
question, but, over on the floor, we call that filibuster. 

Mr. Krauss. I wouldn’t want to filibuster here, Senator. 

Senator Kerr. All right. Then, would you read the question to 
him and see if he would answer it and then make a speech ? 

(Question read.) 

Senator Kerr. Is the answer to the question “No”? 

Mr. Krauss. The answer is “No.” 

Senator Kerr. If you want now to say something else, that is fine; 
I will be glad to listen to you. 

Mr. Krauss. No, Senator; I think I have said as much as I want 
to say, thank you. 

Senator Kerr. Then, if the beneficiaries of this bill are not entitled 
to receive it under the law, or equity, how can you feel that they are 
any more entitled to receive it than others similarly situated, and 
that is unemployed people. 

Mr. Krauss. I am sorry, sir; I don’t follow you. 

Senator Kerr. Well, the country has nearly 6 million unemployed. 

Mr. Krauss. Yes, sir. 
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Senator Kerr. How many of them would be benefited by H. R. 
12065 ¢ 

Mr. Krauss. I don’t know how many would be benefited. I know 
that out of the, I thought it was 5 million, there are some 2 million 
who are not at all covered by the unemployment-compensation pro- 

ram. ‘Those who are covered, the remaining 3 million, and who 

ave exhausted their benefits, would not return to work prior to the 
application of the provisions of this bill, would draw benefits. Now, 
that wouldn’t be—— 

Senator Kerr. If this bill were enacted ? 

Mr. Krauss. If this bill were enacted. That would not be the 
whole total, however, because many of them would have gone back 
to work in the meanwhile. 

Senator Kerr. Or many others have not exhausted their benefits. 

Mr. Krauss. Many others have not exhausted; that is correct. 

Senator Kerr. What figures would you use here as being the num- 
ber of unemployed ? 

Mr. Krauss. Unemployed ? 

Senator Kerr. In the country ? 

Mr. Krauss. Unemployed covered by this program ? 

Senator Kerr. No; the total unemployed. 

Mr. Krauss. Well, I have no statistics on that immediately avail- 
able, but I was under the impression it was some place around 5 
million. 

Senator Kerr. Can we use 5 million, then, for the purposes of 
this discussion ? 

Mr. Krauss. We can use 5 million. 

Senator Kerr. Of those 5 million, certain numbers of them are 
covered or are the beneficiaries of unemployment-insurance programs, 
and others are not ? 

Mr. Krauss. That is correct. 

Senator Kerr. Approximately how many of them are not? 

Mr. Krauss. Well, approximately, I would think, about 2 million. 

Senator Kerr. About 2 million. Now, of those who are covered, a 
certain number have already exhausted benefits available to them ? 

Mr. Krauss. That is correct. 

Senator Kerr. Do you know about how many that is ? 

Mr. Krauss. I think there was testimony given here this morning 
by a previous witness that it was something like 480,000 during the first 
quarter of the year. 

Senator Kerr. This was just the first quarter of this year ? 

Mr. Krauss. That is right. 

Senator Kerr. There were some during the last quarter of last 
year ? 

Mr. Krauss. Those figures are also available in that previous state- 
ment. I can refer to it, if you would like to have me do so. 

Senator Kerr. Do you have an opinion about it ? 

Mr. Krauss. Do I have an opinion about it ? 

Senator Kerr. Would you think that a million would be a reason- 
able estimate of the number who have been covered but whose bene- 
fits have been exhausted? Is there anyone in the room who knows 
that figure ? 

Mr. Lester. I am supposed to testify later on. 
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Senator Kerr. Richard Lester? 
Mr. Lester. That is right. I think it runs 800,000 for the last 
quarter of last year and first quarter of this year. 


Senator Kerr. And would you think 800,000 would be a reasonable 


estimate of the number now existing who are not employed and who 
have received benefits but whose benefits are exhausted 

Mr. Lester. Senator, I wouldn’t want to testify, and I don’t want to 

make a speech, either, but what I am indicating is that that 800,000 
may have gotten back to employment and back on again, so it may not 
beanet figure. It isa gross figure. 

Senator Kerr. Is there anyone in the room who can tell us the net 
figure at this time of people now unemployed who have had (ese 
benefits but whose benefits are now exhausted ¢ 

Mr. Henprickson. Paul Hendrickson, Industrial Union Council, 
Steelworkers, Coatesville, Pa. I believe, in the State of Pennsyl- 
vania, that represents about 25 percent of the total. 

Senator Kerr. Of the unemployed ? 

Mr. Henprickson. Yes, sir. 

The Cuamman. Does Mr. Stam have any figures on that / 

Mr. Stam. You don’t havea net figure. 

Senator Kerr. Well, this bill would apply to those that are in the 
net figure, whatever it is, wouldn’t it ¢ 

Mr. Krauss. It would apply to those in the net figure; yes. 

Senator Kerr. And whether it is 500,000 or a million, insofar as 
rights under existing law are concerned, they are in exactly the same 
status as the 2 million who are unemployed but. not covered by unem- 
ployment insurance, aren’t they ? 

Mr. Krauss. I think that is a fair statement. 

Senator Kerr. Then, would we not be passing discriminatory legis- 
lation if we passed a bill to take care of some in that status which did 
not take care of all in that status? 

Mr. Krauss. Well, answering your question specifically, yes, you 
may be doing so. 

Senator Kerr. Well, do you think we would, or do you doubt it, or 
do you think we wouldn’t ? 

Mr. Krauss. Well, now, you asked me not to make a speech. 

Senator Kerr. No. 

Mr. Krauss. I want to explain here that if you are talking about 
this sort of bill to cover those who have never been covered before, 
I think that would be running exactly contrary to the insurance prin- 
ciples of unemployment compensation. 

Senator Kerr. I do, too. 

Mr. Krauss. If these people are to be taken care of, it needs some 
other means. 

Senator Kerr. I agree. 

Mr. Krauss. Whether at the local, State, or Federal level, I am 
not prepared to say. 

Senator Kerr. But the basis of the question I am asking you is 
this: Can Congress pass a law which benefits, say, 20 percent of a 
group of people, all of whom are in the same status insofar as the 
Congress is concerned without passing a bill that is discriminatory. 

Mr. Krauss. Well, in that sense, I will agree with you that would 
be discriminatory. 
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Senator Kerr. So that actually if there is an obligation on the 
Congress as to pass a bill to take care of unemployed people, who 
have no rights to receive unemployment insurance, if they want to 
avoid passing a bill that is discriminatory they should pass a bill that 
would take care of all in that status, shouldn’t they ¢ 

Mr. Krauss. That is right. 

Senator Kerr. All right. 

That is all I wanted to ask. 

Senator Doveias. Mr. Chairman, may I ask some questions? 

The CuarrMan. Senator wore 

Senator Doveias. May I ask Mr. Krauss, do you know of any 
State manufacturers gnome which has supported extension of 
benefits for those who have exhausted their claims on the State level ? 

Mr. Krauss. You qualify that by saying those who have exhausted 
their claims. 

Senator Douvetas. Yes. Do you know of any State manufacturers’ 
association which has supported legislation which extends the dura- 
tion of benefits in order to take care of those who otherwise would 
exhaust their claims to benefits ? 

Mr. Krauss. No, Senator, I donot know that. Ido know 

Senator Doveias. You don’t know of any that have favored it. 
Do you know of any who have opposed it ? 

Mr. Krauss. I don’t know of any who have opposed it. 

Senator Dovexas. In other words, you don’t know what the action 
of the various manufacturers’ associations has been in this matter ? 

Mr. Krauss. The issue has not been presented in that respect with 
regard to exhaustions in any State to my knowledge. 

Senator Doveras. In other w ords, you are ignorant as to what the 
position of the State manufacturers’ associations has been ? 

Mr. Krauss. Iam. 

Senator Doveias. What has been the attitude of the State manu- 
facturers’ associations regarding the extension of normal benefits? 

Mr. Krauss. In many cases, they have agreed to them. 

Senator Doveras. Have agreed with them ? 

Mr. Krauss. That isr ight. 

Senator Dovenas. Can you give a list of where these agreements 
have occurred ? 

Mr. Krauss. I den’t know if I can give you a list. But I can give 
you one example, and I can use Missouri. I have served on a com- 
mittee appointed by the division of employment security from the 
State of Missouri during the latter part of 1956 and early in 1957, and 
this committee which was composed of representatives of associated 
industries, the Missouri State Chamber of Commerce, and the AFL- 
CIO worked long, hard, and laboriously for a period of 8 months to 
work out revisions of our unemployment-compensation law which 
would be agreeable to both sides. 

Those amendments were worked out. We increased the benefits 
from $25 to $33 maximum per week. The bill was introduced in the 
Missouri Legislature-—— 

Senator Dovaras. I asked about duration of benefits. 

Mr. Krauss. The duration was increased from 24 to 26 weeks, and 
that bill introduced in the legislature passed in the Missouri House 
by 138 to 1, and in the Senate by a vote of 27 to 0. 
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There was an agreement between management and labor as to the 
need for improvements in our law at that time. 

Senator Dovetas. What you are saying, in effect, is that this is not 
a Federal responsibility, but should be left up to the States! 

Mr. Krauss. That is correct, sir. 

Senator Dovetas. What do you think the attitudes of your various 
State associations are with regard to benefits for an extended period 
to those who have exhausted them ? 

Mr. Krauss. Well, I would say, in answer to that question, Sen- 
ator, that I think most of these States are willing to sit down and work 
out reasonable compromises concerning the extension of benefits and 
duration, but when you limit your question specifically to those who 
have exhausted them then we are getting again into the realm of taking 
it outside the insurance program which it is supposed to represent. 

Senator Doveras. In other words, you think that probably they 
would be opposed to the extension of benefits for those who have 
exhausted their benefits ? 

Mr. Krauss. I think they would on a flat basis as proposed in this 
bill. 

Senator Dovetas. I think your assumption is correct. 

Now, therefore, if the Federal Government does not act, both the 
chambers of commerce and the manufacturers associations would op- 
pose State action to deal with this situation. 

Now, I know that on page 5 of your testimony, towards the bottom 
of the page, dealing with this question of the extension of benefits, you 
say States with large reserves cumulatively amounted to approxi- 
mately $9 billion which could be used for these payments. 

Then, you say in the last sentence of your testimony, “the States 
are perfectly capable of handling the matter themselves and have 
the reserve funds and loan resources if needed to do so.” So you say 
that the State resources are adequate. 

But I know you say on page 7 that the extension of these benefits, 
and I quote, “will probably deplete many of the reserves to the point 
where borrowing from the Federal reserve loan would be necessary.” 

In other words, at the beginning and end you say the State funds 
would be adequate and yet here on page 7 you say the State funds 
would not be adequate. 

Don’t you think there is a contradiction ? 

Mr. Krauss. No; I think, Senator, the statements are consistent 
with the answers I made to your question. 

I believe the States having this 814 or 9 billion dollars, I don’t 
know how much it is, approximately 9 billion. 

Senator Dovetas. It is about $8 billion now. 

Mr. Krauss. They have the resources to do what I was talking 
about sitting down and working out increased benefits, and increased 
durations if the economies of that State dictate that be done. 

Senator Doveras. That is not the point. 

Every time a proposal for extension of benefits is made, the State 
manufacturers and representatives of the chambers of commerce—and 
this is their right certainly—say “If you do this and the other States 
do not, this will put us at a competitive disadvantage compared with 
our competitors in these other States.” 
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And is it not this interstate competition, so to speak, which has pre- 
vented the development of what many of us regard as adequate State 
standards ¢ 

Mr. Krauss. Senator, were you in the room when I ad libbed a little 
to this statement ? 

Senator Dovetas. Yes, I was. 

Mr. Kravss. I think that is one of the things which is taken into 
consideration. 

Senator Doveuas. Yes. 

Mr. Krauss. In determining of the total business climate. 

Senator Doveias. Therefore, it isa very powerful factor ? 

Mr. Krauss. It isa factor. It is not a controlling factor, and it is 
not the sole factor. 

Senator Dovetas. It isa very persuasive factor ? 

Mr. Krauss. It is a persuasive factor that one of the companies 
might consider along with some 50 other considerations. 

Senator Douetas. I know, but it is a very powerful factor, and it 
has been a persuasive political or legislative factor, at times even 
greater than its economic importance ? 

Mr. Krauss. I didn’t get that. 

Senator Doveras. It has been a persuasive factor upon the minds 
of legislators, even greater than its actual economic importance ? 

Mr. Krauss. Well, I don’t know that I have ever heard that argued 
in the legislatures so I don’t know how I can make an observation as to 
what impact it has on the minds of the legislatures if it is used. 

Senator Dovetas. As practical men, Mr. Krauss, we know it has a 
very powerful influence. You deal with the Missouri Legislature, and 
I have some acquaintance with the Illinois Legislature. This has 
a very powerful influence as you well know. 

This is the reason why many of us believe that you have to have 
Federal action to get adequate State standards. We thought we were 
going to get it in the passage of the original act with its withholding 

rovisions, but due to the introduction of this other principle, we 
ave not been able to do it. 

What I am afraid of is that if we turn this over to the States, you 
gentlemen will be before the various State legislatures urging that we 
should not have extension of benefits for those who have exhausted 
their claims. 

In a very large percentage of cases, the legislatures will follow your 
opinions and the unemployed would be left in the soup—or really 
without the soup, because soup is nourishing. 

Mr. Krauss. Well, there, Senator, of course, is where I am respect- 
fully disagreeing with your viewpoint. 

Senator Dovenas. All right. 

That is all, Mr. Chairman. 

The Cuatrrman. Thank you very much. 

Mr. Krauss. Thank you. 

The Cuarrman. The next witness is Mr. Joseph R. Kenny. 


STATEMENT OF J. RANDOLPH KENNY, TWO RIVERS, WIS., ON BE- 
HALF OF THE WISCONSIN MANUFACTURERS ASSOCIATION 


Mr. Kenny. Mr. Chairman, my name is J. Randolph Kenny. I am 
vice president and treasurer of the Paragon Electric Co., Two Rivers, 
Wis. 
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Senator Kerr. Is that a utility ? 

Mr. Kenny. No, sir; we are a small manufacturing company. We 
manufacture electrical timing controls. 

Senator Kerr. I see. 

Mr. Kenny. We have about 250 employees. 

I am also a member of the Wisconsin Manufacturers Association 
committee which concerns itself with unemployment compensation. 

I am a member of the statutory advisory committee on unemploy- 
ment compensation to the Industrial Commission of the State of Wis- 
consin, and am appearing today on behalf of the Wisconsin Manuface- 
turers Association. 

That organization has 1,150 members employing approximately 
80 percent of the total factory workers in our State. 

The advisory committee is composed of representatives of manage- 
ment and unions and has been charged since the inception of unem- 
ployment compensation in my State with reviewing developments in 
this field and recommending appropriate amendments to the unem- 
00 y compensation law to the Legislature of Wisconsin each 

iennial session. 

We have a record of amicable agreement in this area that has led to 
steady progress which finds Wisconsin among the leaders both in the 
amount of benefits and in their duration. 

Exceptions to this record of unanimous recommendations to the 
legislature are rare. One occurred in 1957 because we of manage- 
ment believed the principle of unemployment compensation had been 
prostituted by the attempts to provide supplementary unemploy- 
ment compensation benefits under certain union agreements, and we 
refused to accede to union demands to legalize this concept by specific 
inclusion of them in Wisconsin’s statutes. 

So far as I know that is the only year in which we did not have 
an agreed bill. We in industry are aware that frequently we are 
found in opposition when matters like the one under consideration 
are being discussed. 

We recognize that ours is not a popular role. Yet ours is the con- 
tinuing responsibility for maintaining businesses in a solvent condi- 
tion and in having in hand funds with which to meet weekly payrolls. 

Our analysis of the current proposal does not mean we are blind 
to any possible obligations we owe the community, the State or the 
Nation. 

In each State, certainly in Wisconsin, you will find that business 
has wilingly accepted over the inflationary years liberalization of 
unemployment compensation benefits. 

In Wisconsin our top benefit of 2614 weeks at $38 is more than 
double what it was when the law went on the books. 

In addition, we permit an unemployed worker to earn up to half 
of his benefits without jeopardizing his unemployment compensation 
payments. Asa result of the tax-free status of benefits, the weekly 
income is in many cases higher than the individual’s take-home pay 
when he is employed. 

In regularly increasing benefits, we have been guided by the evolu- 
tion of the economic system. Such considered action is wholly con- 
sistent with the entire philosophy behind the principle of unemploy- 
ment compensation. 
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Federal legislative bodies like yours were prime movers in estab- 
lishing this tradition. 

Witness the fact that unemployment compensation proposals were 
first introduced in the Massachusetts legislature and the Federal Con- 
gress in 1916. In 1921 a proposal of this type was offered in Wis- 
consin and in succeeding legislative sessions throughout the following 
decade. . 

Yet precipitate action was not taken. Successive periods of eco- 
nomic recession did not stampede legislators. In 1928 the United 
States Senate authorized an investigation of the subject which was 
expanded upon in a similar investigation authorized by the Senate 
in 1931. 

In 1932 my State of Wisconsin enacted the first State unemploy- 
ment compensation law. This was the time when we were in the very 
depths of the worst depression in history. Yet haste was made 
slowly. Men in public office apparently realized that this was a field 
in which much good could be accomplished by sound legislation and 
conversely irreparable damage perpetuated by ill-considered pro- 
visions. 

It was not until 1935 that the Congress enacted Federal legislation 
and other States began to take action similar to Wisconsin’s. 

The Wisconsin Manufacturers’ Association believes the legislation 
on unemployment compensation which you are considering, is un- 
necessary and unwise for three substantial reasons: : 

1. The proposal is premature. 

2. It represents a foot in the door that can lead to Federal control 
of Rematoyineni compensation which has been rejected by previous 


Congresses. 
Senator Kerr. Now you are talking about H. R. 12065? 


Mr. Kenny. Yes, sir. 

Senator Kerr. Proceed. 

Mr. Kenny. The bills ignore the basic concept of unemployment 
compensation as an insurahce program, and not as a dole. 

It is difficult for us to understand why the Federal Congress is con- 
cerned now with providing additional Federal funds for use by the 
States. Most commonwealths have adequate reserves for unemploy- 
ment-compensation benefits. If State authorities felt extension or in- 
creases in benefits were warranted, they could finance such payments 
for months and even years; that is, out of their own reserves. Cer- 
tainly, that is the case in Wisconsin, where our reserves still remain 
around a quarter of a billion dollars. Notwithstanding 

The Cuarrman. I would like to point out that, since December 31, 
the Wisconsin balance in the unemployment fund has declined only 
$12 million. 

Mr. Kenny. Yes, sir. 

The Cratrman. That is $12 million in 3 months. 

Senator Kerr. Four months. 

The CuatrmMan. Three months. Of course, you recognize this is 
an optional bill ? 

Mr. Kenny. Yes, sir; Ido. Nothwithstanding these large reserves, 
supplementary funds from the Federal Government remain available 
to the several States if at any time their individual accounts are in 
jeopardy. I refer to the fund created under the Reed Act, passed by 
the Congess in 1954. 
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Under that law, States can draw on Federal funds indefinitely if 
their own reserves are depleted. I do not profess to be an economist, 
but I am aware, from newspapers and other publications, that the 
consensus here in Washington is that we are bottoming out of the 
recession. Certainly, there is evidence in that direction. 

In Wisconsin, for example, unemployment-compensation claims 
have been steadily dropping from a peak during the week of March 8 
of 68,107 down to a level of 53,756 in the week of May 10. Exhaustions 
are running at the low average level of 700 a week out of a total of 
approximately 1 million covered eevee in my State. 

I am told by authorities that exhaustions throughout the country 
totaled less than 500,000 in the first quarter of the year, which was 
under the level for the third and fourth quarters of 1949; far under 
the 730,000 national total exhaustees in the first quarter of 1950. 

Senator Kerr. Have you got a figure of the number ? 

Mr. Kenny. National number? 

Senator Kerr. No; the Wisconsin. 

Mr. Kenny. I may have here in my portfolio. I would like to find 
that for you, later. 

I do not think I can put my hands on it. 

Senator Kerr. That is a difficult figure to get, because they go on 
and off. Those that get off, they do not always stay off, I mean they 
come back; isn’t that true? 

Mr. Kenny. That is correct. It is very difficult to—— 

Senator Kerr. Are there any such figures in existence that you 
know of ? 

Mr. Kenny. There are, sir, but they are difficult to compare, and 
they apepar to me to be always more or less questionable. 

Senator Kerr. There are no figures that you know of in Wiscon- 
sin, the net number that are now exhaustees? 

Mr. Kenny. That is those who are now unemployed and have 
exhausted their benefits. No, sir; I do not know. But this figure of 
700 

The CHatrman. That does not mean they are permanently off. 
These industries take their employees back; is that right? 

Mr. Kenny. I do not have the figure that you are asking for. 
That is correct. 
re CuarrMAn. There are no firm statistics on this subject, are 
there ? 

Mr. Kenny. I do not think that even our department of unemploy- 
ment compensation has a figure that completely satisfies them. 

Senator Kerr. I wonder if our staff could ask the Department of 
Labor for that information. 

Mr. Sram. You have to figure it as of a known date, but that 
would not be conclusive, because after that date many go back to 
work. 

Mr. Kenny. Yes. 

Senator Kerr. But it would give us an idea as to some date. 

Mr. Stam. That is right. 

The Caiman. I would suggest that Mr. Stam see what figures 
he can come up with. 

Mr. Sram. We can give it to you as of a certain date. 

Senator Kerr. Say May 1 or 15? 
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Mr. Sram. In this table, they say they have it as of a certain date. 
Would you like to have that? 

Senator Kerr. Yes. If it is the net. 

(The information referred to appears at p. 340.) 

Mr. Kenny. I have some figures here that might interest you. I 
have them here right in my statement if you would like to hear them. 

Senator Kerr. This is a number—1,091,000 that became exhaustees 
in 1957, but that does not purport to be the number of exhaustees as 
of December 31, 1957. 

The Cuarman. They would not include an exhaustee who would 
go back to work. He might exhaust his benefits and then go back to 
work. 

Senator Kerr. We have exhaustees, January through April, 712,000. 
If you would add 1,091,000 and 712,000 you would get 1,900,000, but 
then you cannot tell us that that was the number of exhaustees who 
were still unemployed as-of April 30. That is the figure we want. 

The Cuarrman. I do not think anybody can furnish that. But it 
would be helpful to have an estimate of how many can take advantage 
of this bill. They certainly could estimate how many there were 
April 30, 1958, and that is what I would like for the staff to get for 
us. If youcan get the number of exhaustees 

Senator Kerr. And an estimate of how many are still unemployed. 

The Cuarrman. They cannot get a number of how many get back 
to work. 

Senator Kerr. They can get an estimate. 

The Cuarrman. After they go back to work, they do not need the 
insurance. 

Senator Kerr. They would not be eligible under this. 

The Cuarrman. Go ahead, Mr. Kenny. 

Mr. Kenny. The figure I am using is the number of new ex- 
haustees in these periods. 

In the first quarter of this year it was about 500,000 new exhaustees. 
That compares with 730,000 new exhaustees in the first quarter of 
1950, just to give some comparison there. 

The Cuarrman. Now wait a minute. Let me understand exactly 
what that means. You have got how many weeks? 

Mr. Kenny. Twenty-six and a half weeks. 

The CuarrmMan. That means this particular employee has gotten 26 
weeks of unemployment insurance, does it ? 

Senator Kerr. No. Not the figure he gives here, the 2614 weeks 
of benefit are for those who under Wisconsin law, the 500,000 figure 
that he gives us here are the exhaustees in the entire Nation and the 
Territories. 

Senator Doverias. Mr. Chairman, if I may, I would like to point 
out that the table selected by Mr. Stam indicates that the average 
duration of benefits of those who had exhausted their claims in 1957 
in the whole country amounted not to 26 weeks, but to 20.5 weeks. 

The Cuatrman. The point is though that if they are exhaustees 
they can still get jobs and if they get jobs then there is no suffering 
involved. They are not eligible and they are getting more money 
than if they were getting unemployment insurance payments; is that 
right ? 

Mr. Kenny. Yes, sir. 
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The Cuarrman. Therefore it seems to me these figures do not have 
any particular value as to showing any suffering, because if they go 
back and get jobs like many of them may do—when does the next 
period start ? 

For instance, in Wisconsin, if an exhaustee goes back to work, how 
long must he work before he is eligible for unemployment insurance 
again? 

Senator Kerr. In other words, how long will he have to work after 
having exhausted his benefits under his accumulated rights before he 
would again be entitled to benefits if he lost a job? 

Mr. Kenny. If he goes back to work, then after he has worked, I 
believe the figure is 14 weeks, he acquires a new eligibility. 

The Cuarrman. He acquires a new eligibility ? 

Mr. Kenny. Yes, sir. 

The CuatrMan. So any figures along those lines, it seems to me, 
would be very misleading. 

Senator Dovetas. Mr. Chairman, if I may again be permitted to 
comment: While it is perfectly true that undoubtedly some of those 
who have exhausted their claims for benefits find employment and are 
therefore not permanently unemployed, nevertheless in a period of 
rapidly shrinking employment such as we have been going through 
since last fall, this becomes more and more difficult. 

I have talked with the director of the unemployment compensation 
office in a very large industrial State, and I asked him this very ques- 
tion that the chairman has asked, namely how many of those who have 
exhausted their claims to benefit have found employment. His answer 
was that in his judgment a very small percentage had found employ- 
ment because there has been a general shrinkage in the employment 
situation, very different from what it would normally be when you 
have people going out of one set of jobs and going into another set. 

Senator Kerr. I would like to say to the Senator from Illinois I 
often have found myself in disagreement with him, but I have always 
had a high regard for his accuracy as to facts. Does he have an 
estimate ¢ 

Senator Dovenas. No, I do not, and I agree with the chairman that 
it is probably impossible without a survey of a group of the unem- 
ployed, a well-distributed sample, to get an estimate. 

I merely say that because of the shrinkage in the general employ- 
ment situation, we cannot rely as much as we could in normal times 
on these men getting reemployed after they have exhausted their 
claims to benefits. 

Senator Kerr. You see the administration gave us an estimate 
under the bill there would be a total of 2,650,000 in a 2-year period 
or approximately a 2-year period, who would become beneficiaries 
under the bill. 

Now they could not make that estimate without handling the figures 
which would give an indication of what the net number was. 

Senator Dove.as. I think the Senator from Oklahoma makes a 
very appropriate request that the Department of Labor furnish us 
with the basis of their estimates. 

Senator Kerr. And if they can do so, give us an estimate of the 
number of net exhaustees by April 30, 1958. 
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Senator Doveuas. I agree, the Senator from Oklahoma has hit the 
nail on the head. 

The Cuarrman. You would have to add those still unemployed. 

Senator Kerr. That is what it would be, it would be the number 
of those who have gotten their benefits and still are unemployed. 

The Cuamman. You would have to add the still unemployed. A 
great many activities do not shut down permanently, they shut off 
temporarily. 

Senator Kerr. If we ask for the complete exhaustees still unem- 
ployed 

The CuHairman. How could you find it out ? 

Senator Kerr. We can ask them to give us an estimate. 

The CuarrMan. It would be purely an estimate. 

Don’t you think so? 

Mr. Kenny. I think our State could. 

The CuHatrman. How can you find out if a man is an exhaustee if 
he goes to another job ? 

Mr. Kenny. If he is entitled to benefits at all in our State he must 
register for work but I will grant that it is very difficult to tell. 

They do not always tell the employment agency when they have got- 
ten work. Soit isa very nebulous statistic. 

Senator Frear. Is it in your State they do not have to report after 
the expiration of employment for 30 days ¢ 

They can employ a person and do not have to report it for 30 days. 

Mr. Kenny. That may be, Senator I am not sure of that. 

Senator Kerr. It would be all right if the chairman were to ask him 
for an estimate. 

The CHamrMaAn. Without objection, but we should bear in mind it 
will be difficult 

Senator Kerr. It would be one that would be difficult to verify. 

The CuarrmMan. Go ahead, Mr. Kenny. 

Mr. Kenny. I would like to point out these figures for the compara- 
tive advantage of them anyhow. 

Approximately 500,000 new exhaustees, I would say in the first 
quarter of this year, nationally against 730,000 in the first quarter of 
1950. 

I will not bring in the other comparisons now because of the com- 
plications involved. 

In the light of these facts, it seems logical to us in industry to fear 
that present consideration of extension of benefits may well represent 
an unwitting precedent that can lead to the destruction of State sys- 
tems of unemployment compensation and the abandonment of experi- 
ence rating which has been such a powerful and constructive influence 
in stabilizing employment for more than a quarter of a century. 

Congress has long held to the principle that such Federal control 
should be avoided at all costs. I commend to your consideration the 
keynote sounded by the Committee on Economic Security appointed 
by President Roosevelt, which said, after a long and serious study, in 
its report issued in 1932: 

All things considered, we deem it the safest and soundest policy to confine the 


role of the Federal Government with respect to this problem (unemployment) 
* * * leaving to them (the States) primary responsibility for administration. 
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The term “regularized their employment” symbolizes the basic con- 
cept of unemployment compensation since its inception. Among 
others, President Roosevelt also advanced this premise. 

In his message to Congress in January 1933 he said: 

An unemployment compensation system should be constructed in such a way 
as to afford every practical aid and incentive toward the larger purpose of em- 
ployment stabilization * * * in order to encourage the stabilization of private 
employment, Federal legislation should not foreclose the States from establishing 
means for inducing industries to afford an even greater stabilization of em- 
ployment. 

While unemployment is regrettable, in seeking to cope with the 
problem we must not be blinded to the even greater responsibility of 
preserving the more than 60 million jobs now filled in America. 

Appreciation of this responsibility has resulted in acceptance of the 
thesis that unemployment compensation is an insurance program. It 
is a fundamental and widespread conviction that unemployment com- 

ensation is an insurance program designed to cushion the shock of the 
jobless for short periods. 

There has been a steadfast refusal by State legislatures to extend 
unemployment compensation as a long-term palliative for fear that 
the program evolve into something comparable to the much-lamented 
and poverty-producing British dole. 

In that connection, let me quote the Milwaukee Journal. That out- 
standing newspaper has a long, liberal tradition and more frequently 
than not is numbered among the advocates of progressive legislation 
favoring the so-called underprivileged. 

In reviewing the proposals to extend unemployment compensation 
that are now before you, the Milwaukee Journal said editorially on 
May 9 of this year: 

What is too often ignored is that unemployment compensation is an insurance 
program. “Premiums” are paid by the employers; benefits are collected by 
workers to tide them over short periods of joblessness. 

Unemployment compensation is not a substitute for relief which is paid out of 
public funds and based upon need. Requiring unemployment compensation to 
pay for extended periods of idleness will merely undermine a program that has 
proved socially and economically sound. 

Please note the distinction made between premiums paid by em- 
ployers and the use of public funds. These are separate and dis- 
tinct. I believe, and the Wisconsin Manufacturers’ Association be- 
lieves, that the proposals before you are not maintaining this dis- 
tinction. The bills introduced to this Congress would use public 
funds to insure benefits and then by repayment standards place the 
burden for such repayments on the private funds of the employer. 

That is indirect additional taxation that will further fan infla- 
tionary price spirals while at the same time establish the precedent for 
Federal enactments at any future time that our economic machinery 
faltered temporarily. 

It is apparent that if this comes to pass, you will be committing 
future Congresses to the expenditure of billions of dollars which only 
stifle individual initiative. 

To a degree that has already happened. I quote from a letter 
written to Washington by a manufacturer in the neighboring town of 
Green Bay, Wis., a copy of which was sent to the Wisconsin Manu- 
facturers’ Association and received last week : 
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We need qualified men, but we can’t pay learners exorbitant wages. There 
are nearly 4,000 unemployed in this vicinity. Yet the employment service does 


. not refer anyone to us. Other small manufacturers have reported the same ex- 


ence. If you intend to spark the philanthropic, socialistic ideal of placing 
people on a dole for the rest of their lives—which the 39-week idea might develop 
jnto—you will never get the people back to work, seriously interested in sup- 
porting themselves. 

I understand that others who have addressed this committee have 
stressed the absolute impossibility of State administration of these 
unwieldy proposals of Federal intervention. 

For my own State, I plead with you to permit our splendid 20- 
year record of labor-management accomplishments to continue. 

We are alert to the needs of Wisconsin, and all of us are willing to 
rely upon the wisdom of our State legislature to pass upon suitable 
amendments to our model unemployment compensation laws. 

Thank you for hearing me. 

The Cuarrman. Thank-you very much, Mr. Kenny. 

The committee will recess until 2: 30. 

(Whereupon, at 12:55 p. m., the committee recessed until 2:30 
p.m. of the same day.) 


AFTERNOON SESSION 


Senator Frear (presiding). The committee will come to order. 

Is Mr. Frank E. Cooper here ? 

Mr. Frank E. Cooper, of the Michigan Employers’ Unemployment 
Compensation Bureau. 

Have a seat sir. 


STATEMENT OF FRANK E. COOPER, COUNSEL FOR MICHIGAN MANU- 
FACTURERS’ ASSOCIATION AND MICHIGAN EMPLOYERS’ UNEM- 
PLOYMENT COMPENSATION BUREAU 


Mr. Coorrer. Thank you, Senator and members of the the com- 
mittee. 

My name is Frank E. Cooper. I am engaged in the general prac- 
tice of law in Detroit and serve as counsel for the Michigan 
Manufacturers’ Association and also the Michigan Employers’ Unem- 
ployment Compensation Bureau. 

Lappear on behalf of those two organizations. 

May I first thank this distinguished committee for the privilege of 
hii here this afternoon. 

have filed with the clerk of the committee a formal statement 
that I should like to have made a part of the record if that is agreeable, 
Senator. 

Senator Frear. Without objection, it will be made a part of the ree- 
ord in its entirety. 

(The document is as follows:) 


STATEMENT OF FRANK E. Cooper, COUNSEL FOR MICHIGAN MANUFACTURER’ 
ASSOCIATION AND MICHIGAN EMPLOYERS’ UNEMPLOYMENT COMPENSATION 
Bureau 


My name is Frank E. Cooper. I am engaged in the general practice of law in 
Detroit as a member of the firm of Beaumont, Smith & Harris, and serve as 
counsel for two groups of employers on whose behalf I make this statement. 
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Naming them in alphabetical order, they are the Michigan Employers’ Up. 
employment Compensation Bureau and the Michigan Manufacturers’ Assogia. 
tion. The former is composed of employers engaged in many lines of busin 
and directs its activities to the field of unemployment insurance. The lattep 
speaks primarily for the manufacturers of the State in all areas of legislation 
and regulation affecting business, 

Both organizations have a keen interest in the subject of the bill before 
this committee, 1. R. 12065. That bill in effect offers a Federal loan to States 
that agree to accept a Federally designated pattern for the extension of unem. 
ployment benefits. 

I should like to direct my comments to three questions that I think you wil} 
wish to take into account in your debiberations concerning the pending bill: 

First: Is it necessary or desirable to enact any Federal legislation laying a 
busis for the extension of State unemployment benefits? 

Secon?: If you find that such a necessity exists, should the pending bill be 
amended to provide safeguards to the integrity of State unemployment com. 
pensation systems? 

Third: Is there any justification for the suggestions which some have urged, 
to federalize the unemployment compensation system and transmute it into a 
national dole, as had been proposed in the measure reported by the House 
Ways and Means Committee? 

Turning to the first of these three questions: We see no necessity for enact- 
ment of the proposed legislation ; and we think that if it were enacted, it would 
have certain long-range effects that would be deleterious to the development of 
a sound system of State unemployment compensation laws. 

In essence, the bill offers Federal loans to States desirous of increasing the 
duration of unemployment benefits in accordance with the pattern specified in 
the bill. The primary ostensible purpose is to guarantee that States desirous 
of increasing the duration of unemployment benefits wil be able to borrow 
Fereral funds, if necessary, to achieve this objective. But under presently 
existing laws, any State unable to extend the duration of unemployment benefits 
without jeopardizing the solvency of its fund can borrow Federal moneys for 
this purpose. : 

Most States, to be sure, have large reserves in their unemployment trust 
funds—more than adequate to finance a 50-percent increase in the duration of 
benefit pp»yments, should such extension be deemed desirable by the State legis- 
lature. It is only in cases where a State’s reserve has declined to a balance 
less than the amount of money paid out in benefits during the preceding 12 
months, that a financial pinch might deter a State legislature from adopting 
a plan for extending benefit duration. But if a State’s reserve has declined te 
this level, there is provision in existing law—title XII of the social security 
law (the so-called Reed bill)—whereby such State will be eligible for a non- 
interest-bearing loan or advance from Federal funds. 

In short, most States desirous of increasing the duration of benefit payments 
can do so without Federal aid. Those needing Federal aid to permit such an 
increase in the benefit program may obtain such aid under existing Federal law. 

Thus, there is no necessity for enacting the proposed legislation in order to 
accomplish its objective of making sure that the States can finance such 
extension of benefits as they may deem desirable. 

However, its enactment would provide substantial inducement for the States 
to extend benefits, by enabling them to postpone the cost impact of the extension 
on their employers for a period of 4 years under a sort of extended payment 
plan. 

Considered as an incentive for State action, the provisions of the bill consti- 
tute an undesirable initial step toward determination by the Federal Govern- 
ment of the appropriate duration of benefits. The bill would make loans avail- 
able only on condition that the State adopt a specified pattern of extending 
benefits. If the State wished to enact a more limited extension, it could not 
take advantage of the bill. It would therefore create a substantial pressure 
on State legislatures to adopt this particular form of benefit extension. 

True, this bill does not say to the States, as did some of the earlier House 
bills: You must extend benefit duration to such and such a standard, regardless 
of the judgment of your own legislature that no extension is needed. Instead, 
this bill says in effect to the States: You may do whatever you want about 
extending benefits, but only if you do it in the way here suggested will you 
qualify for the loans hereby provided. This is a very subtle way of exerting 
pressure on the States to accede to a federally prescribed benefit standard 
which may be undesirable and wasteful in a particular State. 
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We believe such incipient federalization to be undesirable. We think that 
unemployment insurance is essentially a State problem. Conditions differ 
widely in the several States, and each State legislature is the best judge of 
conditions in its own State. 

In Michigan, for example, the State legislature this very week is considering 
proposals to extend the duration of unemployment benefits under our own law. 
We have some special problems in Michigan, as every State does. One of our 
problems concerns setting up a proper benefit standard for a large number of 
seasonal workers—typically housewives who work, say, for 14 weeks during the 
summer in a fruit-processing establishment, and then return to their normal 
household duties. Under the present Michigan law, they are entitled on the 
basis of their short work experience to 914 weeks of benefits. Under the stand- 
ard proposed in the pending bill, they would be granted additional benefits for 
approximately 5 more weeks—so that they would get a week of benefit pay- 
ments for every week that they work; even though they never expect to work 
more than 14 weeks a year. Our Michigan Legislature is considering the de- 
sirability of increasing the duration of benefits for regularly employed indi- 
viduals who normally work all year, but not increasing the duration for these 
seasonal workers, who are not experiencing any abnormal unemployment. 

This is but one example ef the many special conditions encountered in par- 
ticular States that indicate the desirability of continuing the policy to which 
the Congress hitherto has uniformly adhered, of allowing the States to determine 
the issues of benefit amount and duration to meet their own needs and conditions. 

On at least four prior occasions, Congress has rejected proposals that would 
have substituted Federal standards in lieu of the traditional policy of allowing 
each State to determine its own pattern of unemployment insurance, not only 
as to benefit amount and duration, but also as to eligibility and disqualification 
(1) 1942, H. R. 6559, war displacement bill; (2) 1944, S. 2051, war mobilization 
and reconversion bill; (3) 1945, S. 1274, amendment to Reconversion Act of 1944; 
(4) 1952, S. 2504, providing for Federal funds to supplement State benefit pay- 
ments). 

We think it would be unfortunate te reverse this longstanding policy, and to 
take steps in the direction of federalizing the unemployment insurance program— 
particularly when the apparent purpose of the legislation is to encourage the 
States to take such action as they determine to be suited to their own problems. 

Turning now to the second of the three topics I mentioned above, I should like 
to point out two particular features of the pending bill which I think should be 
changed by amendment, if in its legislative judgment this committee reports 
favorably on the bill as it passed the House. 

The first has to do, really, with the matter I have just been discussing—the 
undesirability of imposing on all the States any fixed, uniform Federal pattern 
of benefit duration. This, as we see it, is in its long-range implications a per- 
uicious peril. Much of the danger inherent in this aspect of the bill could be 
uvoided by amending it to make the proffered Federal loans available to any 
State which provides by its own legislation for any extension in the duration 
of benefit payments. Such an amendment would enable States to take advantage 
of the Federal financial aid which the bill offers and at the same time reserve 
to the elected representatives of the people of the several States their legislative 
responsibilities to make such provisions for extension of benefit payments as 
they believe best meet the needs of their own State. 

The second feature of the bill which we think could be improved by amend- 
ment has to do with the mechanics of the process whereby States apply for such 
Federal loans and make repayment agreements. It would seem that normally 
the State legislatures are the agencies to determine whether they wish to extend 
benefit duration and take advantage of the loan facilities made available by the 
bill. But the language does not make it clear that State legislative action is 
required. 

Under the laws of some of the States, broad powers are given the State unem- 
ployment compensation commissions. Such grants of power speak in terms of 
making agreements with agencies of the Federal Government, cooperating with 
Federal agencies, taking such action as may appear necessary or appropriate to 
carry out the statutory objectives of relieving unemployment, and the like. 
There is wide variation in phraseology. The language in some State statutes 
is susceptible to the construction (when read in light of the language in H. R. 
12065 authorizing the Secretary of Labor to enter into agreements with State 
agencies) that some State commissions may have the power on their own initia- 
tive to enter into arrangements with the Labor Department to take a proffered 
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loan and extend the duration of unemployment benefits. The State legislaturey S 
in such event would be completely bypassed. It might be that a State legisla. : 
ture which had determined not to increase the duration of benefits, or had sho 
determined on a different pattern of extension than that envisaged in the. peid- int 
ing bill, might discover that its will had been thwarted by administrative act 7 
of the State agency. This possible loophole should be plugged by amendmengs hav 
making it clear that State legislative action is required. 

Such an amendment is desirable for a further reason—to avoid the possibility auc 
that enactment of the bill in its present form might expose the Federal Govern. Ho 
ment to serious losses. The bill provides for repayment to the Federal Govern. plo 
ment of the cost of extending benefits (and of the administration thereof) by we 
increasing the Federal unemployment tax only for employers in States which n 
enter into the agreement contemplated by the bill. We think there is serious 
doubt as to the power of the Federal Government to impose different unemploy- the 
ment tax rates in different Statse under agreements with State administrative It 7 
agencies unless such agencies are specifically authorized to accept the repayment the 
features of section 104 of the bill on behalf eof their States. ti 

Your committee may, therefore, wish to recommend amendment of the bill to 10 
provide that properly authorized acceptance of the repayment feature be re 
quired as a part of each agreement under the bill. des 

Third, and finally, I wish to emphasize as strongly as I can, however briefly col 
I may be limited by time, the unalterable opposition of the employers of Michi- r 
gan to any proposal to revert to the type of legislation which had been recom- 
mended by the House Ways and Means Committee. de: 

Both in its provisions for mandatory extension of benefit payments in accord- abl 
ance with a prescribed Federal pattern (regardless of the desires of the respec- F 
tive State legislatures) and in its provisions to transmute the State unemploy- ou 
ment comnensation system into a Federal dole by providing benefits to people , 
without insured employment, this proposal would be completely subversive of the ; 
whole philosophy of the system of insured unemployment compensation as it has m¢ 
been developed over the last 20 years. of- 

The employers of Michigan regard as unwise and unjust any Federal program St. 
that would require payment of benefits for periods in excess of those provided 
by State law, and would make this requirement mandatory even though the State 
legislatures believed that such a blanket extension was unwise, in that it a | 
benefited disproportionately individuals with no valid claim to entitlement to ims 
extended benefits based on extraordinary emergency conditions. Any such diree- els 
tive would be destructive of the basic philosophy of a system of State unem- | 
ployment compensation laws, each adjusted to the particular needs of its own ex 
people. To impose such an arbitrary mandate upon all the States would be a : 
direct and unwarranted invasion of States’ rights. Unemployment compensation m 
is a State problem, not a Federal problem. From the beginning of the unem- we 
ployment compensation program, it has been recognized that each State should ) 
set its own pattern. This time-honored and time-tested principle should not 2 
be abandoned. m 

Even more devastating in its implications is the proposal to require, by Federal al 
mandate, that the States pay unemployment benefits to individuals who have had 
no history of insured employment. The administrative difficulties of such a 
proposal are staggering. Even more serious is the circumstance that such a pr 
proposal would change the unemployment compensation system from an insur- 
ance plan, where benefits are payable as of right based on past earnings, to a les 
scheme for subsistence payments—something like welfare payments, but without St 
a means test. The payments would be disbursed to many who have no need of k 
additional aid. This is alarmingly reminiscent of the path followed in England ac 
in the twenties, that in time changed a national system of unemployment in- : 
surance into a national dole. We should not start down that path; there might in 
be no stopping. pe 

Mr. Cooper. Instead of trying to read a 12-page statement in 10 
minutes I would like to speak to 3 questions which the committee vl 
should take into account in your deliberations concerning House in 
bill 12065. th 

Senator Frear. Yes, sir. ay 

Mr. Coorrr. The questions are these: Is it necessary or desirable of 


to enact any Federal legislation laying a basis for the extension of 
State unemployment benefits ? ta 
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Second, if the committee finds that such a necessity does exist, 
should the pending bills be amended to provide safeguards to the 
integrity of the State unemployment compensation systems. 

Third, is there any justification for the suggestions which some 
have urged to federalize the unemployment compensation system in 
such a method as has been proposed in the measure reported by the 
House Ways and Means Committee, and in effect turn the State unem- 

loyment compensation system into something resembling a national 
welfare bill. 

Turning to the first of these three questions, we see no necessity for 
the enactment of the proposed legislation, and we think that if enacted 
it would have certain long-range effects that would be deleterious to 
the development of a sound system of State unemployment compensa- 
tion laws. 

Because, in essence the bill offers Federal loans to those States 
desirous of increasing the duration of unemployment. benefits in ac- 
cordance with the particular pattern prescribed in the bill. 

The primary purpose, it would seem, is to guarantee that States 
desirous of increasing the duration of unemployment benefits, will be 
able to borrow Federal funds, if necessary to achieve this objective. 

This the committee well knows and many witnesses have pointed 
out. 

Most States have large reserves in their unemployment trust funds 
more than adequate to finance a 50 percent increase of the duration- 
of-benefit payments should such increase be deemed desirable by the 
State legislature. 

As I see it, it is only in cases where a State reserve has declined to 
a balance that would be less than the amount of money paid out dur- 
ing the preceding 12 months as benefits that considerations of finan- 
cial pinch might deter a State legislature from adopting a plan for 
extending benefit duration. 

But if a State’s reserves have declined to this level there is provision 
in existing law, title 12 of the social-security law whereby such States 
would be eligible for a noninterest bearing loan of Federal funds. 

So, in short, it would appear to us that most States desirous of 
increasing the duration-of-benefit payments can do so without Federal 
aid. 

Those needing Federal aid to permit such an increase in the benefit 
program may obtain such aid under existing Federal law. 

Thus, as we see it, there is no necessity for enacting the proposed 
legislation in order to accomplish the objective of making sure that 
States can finance such extension of benefits as they may deem desir- 
able. 

However, enactment of the pending bill would provide substantial 
inducement to the States to extend benefits, by enabling them to post- 
pone the cost impact for a period of 4 years. 

Considering it in that light as an incentive for State action, the pro- 
visions of the bill, in our judgment, would constitute an undesirable 
initial step toward debt determination by the Federal Government of 
the appropriate duration of benefits, because the bill would make loans 
available only on condition that the State adopted a specified pattern 
of extending benefits. 

If a State wished to adopt a more limited extension, it could not 
take advantage of the bill, and therefore, it would create substantial 
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pressure on State legislatures to adopt this particular form of benefit 
extension even though a particular State legislature might deem that 
pattern to be undesir: able or unnecessary in a particular State. 

That is what I would call incipient federalization and because of the 
pressures which it would so produce, we think the measure is not only 
unnecessary but undesirable. 

In Michigan, for example, if the committee please, the State legis- 
lature is this very day considering proposals that were introduced 

early in the term last January by Senator Faulker and Representative 
Nakkula to extend the duration of unemployment compensation bene- 
fits under the Michigan law. 

We have some special problems in Michigan, as I presume every 
State does. 

One of our special problems in Michigan has to do with the proper 
duration of benefits payments for seasonal workers who typically have 
only 12 or 14 weeks of employ ment during a year. 

Last year in Michigan, $10 million of benefits went to claimants with 
less than 20 weeks of earnings, and again last year, more than 50 per- 

cent of all the benefits paid to Michigan claimants were paid to single 
workers without dependents and those, statistics show, are mostly 
young people—or else to individuals in what are called the secondary- 
worker classification, typically a working wife whose husband is also 
employed. 

We have many claimants in Michigan in that category, housewives 
who work typically 12 to 14 weeks in the summer during the resort 
season, and then expect to remain unemployed until the next summer. 

So our Michigan Legislature, having that in mind is considering in 
these bills I mentioned the desirability of increasing the duration of 
benefits for regularly employed individuals who normally work all 
year, but not increasing the duration or under some bills, not increas- 
ing it so much, for seasonal workers who are not experiencing any 
abnormal unemployment. 

This is but one example of the many special conditions which I 
believe are encountered in the several particular States that indicate 
as it seems to me, the desirability of continuing the policy to which 
Congress hitherto has uniformly adhered, of allowing the States to 
determine the issues of benefit, amount, and duration to meet their 
own needs and conditions. 

As the committee will recall, on at least four prior occasions, and I 
have the bills cited in my formal statement, Congress has rejected 
proposals that would have substituted Federal standards in lieu of 
the traditional policy of allowing each State to determine its own 
pattern of unemployment insurance, not only as to benefit amount and 
duration, but also as to eligibility and disqualification. 

We think it would be unfortunate to reverse this long-standing 
policy, and to take steps in the direction of federalizing the unem- 
ployment-insurance program by suggestion of Federal standards. 

Turning now, if I may, to the second of the 3 topics I mentioned 
above, I should like to point out 2 particular features of the pending 
bill which, I suggest, might wisely be amended, if in its legislative 
judgment this committee reports favorably on the bill as it passed 
the House. 
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The first has to do really with the matter I have just been discussing, 
the undesirability of imposing on all the States any fixed uniform 
Federal pattern of benefit duration. 

Now much of the danger inherent in this aspect of the bill could be 
avoided by amending it to make the proffered Federal loans available 
to any State which provides by its own legislation for any extension 
in the duration of benefit payments. 

Such amendment in other words would enable the States to take 
advantage of the Federal financial aid which the bill offers, if a 
State felt such aid necessary or advisable, and at the same time it 
would reserve to the elected representatives of the people of the several 
States their legislative responsibility to make such provisions for ex- 
tension of benefit duration as in their judgment best suited the needs 
and conditions in their particular State. 

The second feature of the bill which I suggest might be con- 
sidered for amendment has to do with the mechanics of the process 
whereby States apply for such Federal loans and make repayment 
agreements. 

There appears to be some doubt whether the loan and repayment 
agreements contemplated by the bill may be made only on the basis 
of authorization by the State legislatures or whether the State unem- 
ployment compensation commissions in some States, may of their own 
volition and on their own responsibility enter into such agreements, 
thereby committing the States to an extension of benefit payments and 
an obligation to increase tax rates 4 years hence. 

Now it appears to me, if the committee please, to be an unwarranted 
delegation of legislative power to an administrative agency to permit 
a State unemployment compensation commission without legislative 
authorization to commit a State to such a plan of increasing the dura- 
tion of unemployment benefits with later obligation to repay the 
amount borrowed. 

Suppose, if the committee please, that the legislature of a State had 
determined not to increase benefits or had determined, as may be 
done in Michigan, on a different pattern of extension than that en- 
visaged in the pending bill, and suppose after such legislative action 
in a State, it turned out that the legislative will had been thus 
thwarted by the administrative act of a State agency which on its 
own initiative thereafter entered into an agreement of the type con- 
templated by the bill. 

In such event it would seem the State legislature would be com- 
pletely bypassed. 

Now the language in some of the State unemployment compensa- 
tion statutes when read in the light of the language in 12065 author- 
izing the Secretary of Labor to enter into agreements with State 
agencies, is susceptible to the construction that some State agencies 
would have the power to on their own initiative to enter into an 
arrangement with the Labor Department to accept a proffered loan 
and extend the duration of unemployment compensation benefits 
regardless of the desires of the State legislature. 

L would suggest that to obviate such a possibility, the bill might 
wisely be amended to make it clear that State legislative action is 
required, and I should like to suggest that such an amendment might 
be deemed desirable for a further reason, to avoid the possibility that 
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enactment of the bill in its present form might expose the Federal 
Government to serious losses. 

Senator Frear. You do not mind if I ask you a question here? 

Mr. Coorrer. Thank you, Senator. 

Senator Frear. In the light of what you said, do you not think if 
we took your suggestion that we would be legislating for the State 
legislatures if we said in this bill that before you can enter into an 
agreement with the Secretary of Labor, you must have an action by 
your legislature regardless of whether that legislature on a previous 
occasion had given “authority to the unemployn ment commission. 

Do you not think that in many States that the legislative body is 
held responsible for the people and the authority which they give 
those people on the unemployment compensation agency and if that 
be the case if we legislated here we really actually “would be telling 
the State legislatures something in which I have grave doubts as to 
its adv isability. 

Mr. Cooper. Senator, if I understand the question corrected it 
appears to me if a State legislature has under its present law dele- 
gated power to a State agency to make such an agreement no further 
spec ific action by the State legislature at this time would be required. 

The condition of legislative approval of the State commission en- 
tering into such an agreement might be accomplished either by a 
law which was passed last year or by a law which was passed at this 
time. 

I think this is responsive to the Senator’s question. 

It appears to me that if the bill made clear that proper legislative 
action on the State level, either clear language in an existing statute 
or lacking that, legislative action at this time, might be desirable to 
avoid a risk of loss to the Federal Government because, as the Senator 
will recall the bill provides for repayment to the Federal Government 
of the cost of extending benefits and the administration thereof by 
increasing the Federal unemployment tax for employers in those 
States which enter into such agreements, it has been suggested by a 
number of attorneys who have studied the question, that there is 
serious doubt as to the power of the Federal Government to impose 
different unemployment tax rates in differenct States under agree- 
ments with State administrative agencies unless such agencies are 
specifically authorized to accept the repayment features of section 
104 of the bill. 

The question, as I see it, Senator, is that perhaps existing State 
legislation might authorize the existing State agency to make an 
agreement to borrow money but there could be a further question, 
and there is I believe in several State statutes, whether or not that 
delegation authorizes the commission to accept on behalf of the State 
the repayment features of the bill. 

Senator Frear. In the event that the commission was given the 
right and authority by the State legislature to increase the assessment 
than it would seem that you could assume that the legislature had the 
intent of giving that authority to the commission. 

Mr. Cooper. I presume, § Senator, it would depend on the language 
of the statute in a particular State. 

If you find—pardon me, sir. 

Senaor Frear. Yes, I agree with you, sir. 
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I think the specific statute itself would probably determine that 
better. 

Mr. Cooper. Third, and finally, I wish to emphasize, as strongly 
as I can, although briefly, because time is passing, the unalterable 
opposition of the organizations I represent, to any proposal to revert 
to the type of legislation that had been recommended by the House 
Ways and Means Committee. Both in its provisions for mandatory 
extension of benefit payments in accordance with the prescribed Fed- 
eral pattern regardless of the desires of a particular State legislature, 
and also in its provisions to provide benefits to individuals without any 
insured employment. 

This proposal, as we view it, at least, would be completely at odds 
with the philosophy of a system of State unemployment compensation 
laws. 

Such a mandatory extension of benefits in a prescribed Federal 
pattern, seems to us, to be destructive of the basic philosophy of a 
system of State unemployment compensation laws, each adjusted to 
the particular needs of its own State. 

As we view it, even more devastating in its implications would be 
the proposal to require by Federal mandate that the States pay un- 
employment benefits to individuals who have had no histyry of insured 
employment. 

Senator Frear. Yes, sir. 

Now you are talking about the Ways and Means Committee action 
and not the action of the House of Representatives. 

Mr. Coorrer. That is correct, Senator. 

If I may say just one more word, although it is not directly before 
the committee, with respect to the bill as reported by the House Ways 
and Means Committee. 

Senator Frear. Oh, surely. 

Mr. Coorer. And in its provisions to pay unemployment benefits to 
those without insured employment, in the first place the administra- 
tive difficulties of such a proposal are staggering but even more serious 
as we view it is that such proposal would change the employment 
compensation plan from an insurance system where benefits are pay- 
able as of right on an actuarial system based on past earnings to a 
scheme for subsistence payments, something like welfare a payments, 
but without a means test. 

To us this is alarmingly reminiscent of the path that was followed 
in England in the twenties, that in time changed the national sys- 
tem of unemployment insurance into a national dole. 

If I may, Senator, with reference to a question that was asked 
this morning with reference to the net number of exhaustees, may I 
read into the record some figures in a statement that Mr. R. T. Comp- 
ton of the National Association of Manufacturers gave in a state- 
ment before the House Ways and Means Committee. 

They do not directly answer the question, but they are relevant and 
I think the committee might find them of interest. 

This is on page 118 of the printed copy of the hearings before the 
Committee on Ways and Means. 

Mr. Compton pointed out there is another area in which we are woe- 
fully short of statistics. 
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If the Senator has a copy, it is on page 118, the paragraph be- 
ginning two-thirds of the way down the page. 

Senator Frear. Yes. 

Mr. Cooper (reading) : 

The country has never been supplied with any national figures showing what 
happens to beneficiaries when they stop receiving benefits. For example, in 
January 1% million people discontinued making unemployment benefit claims, 
Of these about 10 percent ceased filing claims because of exhaustion of their 
coverage. 

As to the other 90 percent, we have no information whatever. We can only 
guess. We may presume, I suppose, that the majority of them found jobs, 
We may presume, also, that a large number left the labor market by reason 
of death, illness, marriage, the desire to go to school, being tired of their 
jobs, or countless other reasons known only to themselves. 

Our figures do not show what happens to people after they exhaust benefits, 
They may continue to hunt for work. They may find work. They may retire 
from the labor market. They may marry, or they may go back to school. If 
a man finds a job for a period after having exhausted his benefits, and then 
draws benefits again, he goes back to the statistics again and adds another 
exhaustee to the total. 

Senator Frear. I think that is what our chairman of the committee 
was attempting to bring out. 

Mr. Coorrr. It was very well brought out. If I may add just this 
to my prepared statement, again responsive to the question that was 
raised this morning and, again, it does not answer the question put, 
but it may throw a little light on it. A study was conducted in 
Michigan by the University “of Michigan in 1951, with regard to 
the question of exhaustees, and it was found at that time that only a 
trifle more than half the exhaustees, 53 percent, were individuals who 
were clearly attached to the labor force. 

The other 47 percent of exhaustees were made up largely of young- 
sters, people who considered themselves out of the labor market when 
they were interviewed; 16. percent of them said, “We are just not in 
the labor market any more”; 25 pereent of them were found by the 
study to be substantially unemployable; and 4 percent were a group 
of the young dependents, youngsters of 17 or 18 who were living 
at home. 

Later that year, Prof. William Haber, of the University of Mich- 
igan, was asked to make a study of the question of exhaustees for the 
Michigan Employment Security Commission on the question of the 
broad desirability of extending the duration of the benefits. It was 
his conclusion that— 
for approximately 80 to 85 percent of the exhaustees the solution of the prob- 
lem does not seem to lie in the extension of compensable duration but in a 
program designed to increase their employability. 

Senator Frear. What is the date of that? 

Mr. Cooper. 1951, Senator. 

Senator Frear. 1951 0 

Mr. Cooper. Yes, sir. In 1957, in Michigan, more than 50 percent 
of the exhaustees, perhaps I mentioned this, fell in the category 
either of single workers without dependents or in the category of 
secondary earners, typically an employed wife. Thank you very 
much, sir. 

Senator Frear. I do notice in the statistics we have before us in 
the staff data that Michigan has a 4.5 maximum employer-tax rate. 

Mr. Coorrr. That is correct, Senator. 
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Senator Frear. I guess it is the highest of any one of the States, 
and, apparently, your unemployment, percentagewise, is about the 
highest too, so this you do have, apparently within the States, action 
that can be taken to correct this. 

Mr. Cooper. Action is pending in the Michigan Legislature, 
Could I add a footnote to the Senator’s remarks: A maximum of 44% 

reent compares with a maximum of 2.7 in 39 other States. 

By next year, 1959, the average rate in Michigan is going to be in 
excess of 3 percent, which is, of course, in excess of the maximum in 
approximately 39 other States. 

Our unemployment is, of course, a problem in Michigan now, but 
may I suggest these figures ¢ 

For the 12 months ending in February of 1958, our total exhaus- 
tions in Michigan were 83,866. 

That is a lot of exhaustions, but in the preceding 12-month period 
from March 1956 to February 1957 the number of exhaustions was 
even higher, 100,314, and a few weeks ago, in March of 1958, Profes- 
sor Haber, of the University of Michigan, pointed out that, because 
of a particular cyclical nature of the automobile business in Michigan, 
Michigan will always have a high incidence of unemployment. 

It was his prediction, as published in a newspaper article, that total 
unemployment in Michigan is likely to remain at a level of about 
175,000 even when so-called full employment is again attained, and 
we do have a problem; our Michigan Legislature is considering it, 
and we think that the Michigan Legislature can take care of it, 
Senator. 

Senator Frear. Thank you very much. 

Mr. Cooprr. Thank you, sir. 

Senator Frear. Mr. Arthur Packard, as I understand it, from the 
note given to me, has a plane reservation at 4:30, and has been unable 
to change it for a later plane. Would it be objectionable to the other 
three witnesses if the acting chairman called Mr. Packard to the 
stand now ? 

Hearing no objections, Mr. Packard, you are next. 
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Mr. Packarp. Thank you very much, Senator Frear, and thank 
you, gentlemen. 

For the record, I am Arthur Packard, of Mount Vernon, Ohio, and 
this is Mr. M. O. Ryan, of the Washington office of the American 
Hotel Association. 

I am the chairman of the governmental affairs committee of the 
American Hotel Association and appear in that capacity today, Sena- 
tor. 

A representative of the American Hotel Association testified be- 
fore the House Ways and Means Committee when it was consider- 
ing legislation to extend the period of entitlement for unemployment. 
compensation for an additional 16-week period for individuals who 
have exhausted their benefits under State laws. 

We had three principal objections to the bills which were then 
pending before that committee. I want to mention these, because 
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some Members of the Senate have indicated they favor an approach 
similar to that incorporated in the Mills-McCormack bills. 

Our objections to these bills are (1) that they would increase the 
problems which employers face in hiring workers for unskilled posi- 
tions; (2) the enactment of such legislation would be the first step 
toward complete Federal control of unemployment compensation pro- 
grams; and (3) while the proposal to extend the benefit period would, 

resumably, be temporary, it would set a precedent for permanent 

egislation establishing a Federal minimum of an additional 16 weeks, 
This would result in a substantial increase in the unemployment- 
insurance tax for employers which, otherwise, appears unnecessary, 

However, we feel that the bill which finally passed the House is far 
less objectionable than most of the proposals which were pendi 
before the Ways and Means Committee when their hearings took 
place. The membership of our association feels that no additional 
Federal legislation in this field is necessary at this time, since States 
can meet those problems which have materialized to date. 

So that you will understand the reason that we take this view, let 
me tell you briefly about the situation that most hotels face in trying 
to:hire workers. 

A hotel employs hundreds of marginal workers. Among our em- 
ployees there are many handicapped workers, older persons, youn 
people, housewives, and other seasonal employees with no special skill, 

Quite a few of these jobs pay a modest wage because of the limited 
productivity of the workers. In many cases, unemployment compen- 
sation provides income nearly equal to the pay that these people 
would receive if they were actually working, after deductions, trans- 
portation, and other expenses borne by an employee when on the job. 

An employee can ofttimes create the proper circumstances for 
separation from his job so as not to jeopardize his rights to unem- 
ployments benefits. Some of them are well aware of the techniques 
they must use to keep from being hired for another job during the 
period when they are eligible for unemployment benefits. 

For example, when we need a dishwasher, or a worker for some 
other menial task, we call the local employment office. When they 
refer a worker to us, he ofttimes fails to shave on the morning when 
he applies for a job, or maybe he will take a couple of drinks just 
before coming into our personnel office, or, deliberately wear dirty 

clothing, knowing that we will refuse to hire him for any of these 
reasons. 

This technique permits him to continue to draw unemployment 
compensation pay. Of course, when his benefit period is exhausted, 
and he is faced with the necessity of earning his own living, he makes 
himself acceptable to prospective employers. 

If this legislation is enacted, we are tempting this type of worker 
by placing a premium on idleness out for a period of time running up 
to as many as 39 weeks in some States. Actually, under this proposed 
formula, an unskilled worker could receive more in unemployment 
compensation benefits than he earned in his base year. 

A recent statistical study indicates that a large percentage of work- 
ers who have exhausted their unemployment compensation benefits 
are chronically unemployed anyway, or are only secondary wage 
earners in families. 
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For example, a study in Massachusetts showed that nearly half of 
the workers who had exhausted their unemployment compensation 
benefits in 1950 had also exhausted them in 1 or more of the pre- 
vious 3 years. It would appear that they were seasonal workers to 
begin with, or that they had no desire to maintain long periods of 
sustained employment. 

A study has further disclosed that over one-third of the persons 
whose claims were originally filed in October were women. Month 
after month, official data shows that three-fourths of all women claim- 
ants are married, so they do not represent heads of families. 

For example, in 1954, statistics compiled in Tennessee showed that 
73 percent of white female exhaustees were secondary wage earners. 
Over half of all exhaustees in this study had a total work history of 
less than 1 year. 

In other words, teen-agers, pensioners, and others who do not 
honestly seek regular employment, and who are not breadwinners for 
a family, make up a large percentage of those workers who have ex- 
hausted their unemployment compensation benefits. 

The Mills-McCormack bills would have given many of these chron- 
ically unemployed, and secondary wage earners, larger unemployment 
compensation payments after exhaustion of State benefits, than would 
be provided to workers with stable employment records. 

For example, in about half the States, workers can qualify for un- 
employment compensation with 2 to 5 weeks of work 

ere these States have variable duration of benefits, workers 
who qualify for unemployment compensation with the minimum 
eriod of employment would exhaust their benefits under State laws 
in 5 to 10 weeks. They would then become eligible for an additional 
16 weeks of unemployment compensation under the Mills-McCormack 
bills. 

We urge this committee not to report any bill which would permit 
this type of abuse. 

Our second objection to the provisions of the Mills-McCormack bills 
is that it would be the first step toward Federal control of unemploy- 
ment compensation programs. Under these measures, the Secretary 
of Labor would undertake to make certain types of grants. 

Coupled with this authority to give or withhold money, power is 
vested in the Secretary of Labor to establish certain vtanidarts which 
States must meet in order to obtain funds. This inevitably means a 
greater measure of Federal control of State unemployment compen- 
sation programs, since few States could withstand the temptation to 
modify their programs in order to secure supplemental Federal funds. 

While the Secretary of Labor may exercise such authority wisely, 
there is always the chance that it will be misused in the future to compel 
acquiescence by the States in any formula which the Federal Govern- 
ment decides to establish. 

In our opinion, the wiser course is to preserve and protect the integ- 
rity of the States by giving them more freedom in deciding upon their 
own needs, based on local cost of living factors and job opportunities. 
While we think that this danger is far less pronounced in the bill 
which finally passed the House, it is still present to some extent in this 
measure. 

_ Even now, the problem of exhaustion of benefits arises only in a 
limited number of States. While unemployment is serious in only 
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8 or 9 States, the evidence indicates that unemployment compensation 
funds in most areas are sufficient to meet the needs. 

Statistics further indicate that unemployment is not an aggravated 
problem in many areas of our country. Since the cost of living, wage 
rates, and general economic conditions differ so widely from State to 
State, I fear that it would be impractical to try to set up a uniform 
Federal policy governing unemployment compensation in all 48 
States. But this would be the logical result of giving the Secretary 
of Labor or any Federal official the power and authority to compel 
the individual States to accept certain minimum standards in order to 
qualify for additional Federal funds. 

We understand that the purpose of the sponsors of this legislation 
is to provide supplemental relief for what we all hope is a temporary 
problem. Under the House-passed bill, benefits during the additional 
period of total unemployment would be effective only until April 1959, 

We have had a great deal of experience with these temporary 
measures. For example, the cabaret tax was imposed as a wartime 
levy to meet.a short-termemergency. Our industry has suffered under 
it for nearly 20 years. 

Numerous taxes on transportation and other excises were also im- 
posed to meet short-term emergency situations, but most of these are 
still with us. 

I can’t think of a single law creating benefits for workers at the 
expense of their employer or of the Government which has proven to 
be temporary. In every case, once established, it is next to impossible 
to get rid of them. 

In the field of unemployment compensation, such a result would be 
particularly unfair, since it would affect trust funds which were 
created through a tax on employers. As businessmen and employers, 
we must know in advance what our cost of operation will be. 

In order to eliminate the possibility of large unforeseen losses, we 
pay insurance premiums to cover us on liability claims, casualty losses, 
and thefts, and fire and so forth. In most cases, we get no return 
for moneys we spend on insurance premiums, but we are willing to pay 
them because it will let us know in advance the nature of our obliga- 
tions and liabilities. 

Since the business community is accustomed to the general philos- 
ophy of insurance, it has largely become reconciled to taxes under 
unemployment compensation programs. We view it as one of the 
necessary costs of doing business. 

Many employers regard it in the same class as hospitalization which 
they buy for their employees. They like to feel that the money they 
pay will be used for the benefit of their own employees should they 
need it. At least, they think that the funds should not be used for 
the benefit of workers whose past employer did not make payments 
on it in their behalf. 

May I also observe that it is the actuarial soundness of the various 
State programs of unemployment compensation which have com- 
mended the program to employers generally. We have been led to 
believe that this actuarial feature is incorporated by providing a lower 
rate to employers whose employment record has been good. 

I think one of the quickest ways to destroy this whole concept is to 
extend the period of benefits beyond that provided for by the rate struc- 
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ture during the base period. If the insurance concept is applicable 

to unemployment compensation, this would be like changing an insur- 
ance contract after a loss has occurred to require the carrier to pay a 
greater indemnity than that justified by the premiums. 

For these reasons, we feel that States can provide whatever relief is 
necessary to bona fide breadwinners honestly seeking employment. 

We realize that it may be necessary, for political purposes, for 
Congress to enact some legislation on this subject in this session. 
While we oppose the enactment of any bill, we feel that the House- 
passed bill would be preferable to other proposals that have been 
offered to date. 

Senator Frear. Would it be a great deal of trouble for you, Mr. 
Packard, to give for the record 1 or 2 or possibly 3 examples of where, 
in your State, which I believe it is necessary to have 20 weeks of 
covered employment, at a minimum of $240 to provide him with 26 
weeks of compensation. 

Mr. Packarp. 26 weeks, yes. 

Senator Frear. I think the committee would like to know, if you 
would be so kind as to do that, how certain examples as you inay 
describe would operate in your State, please. 

Mr. Packarp. We can supply the committee with those figures and 
be happy to. 

Senator Frear. I think it might be interesting, sir. 

Mr. Packarp. Our Washington office will supply them with what- 
ever they want by way of examples. 

(The material referred to is as follows:) 

(The following was subsequently received for the record.) 

There are six States in which unemployment benefits in a “benefit year” can, 
under present law, exceed two-thirds of the wages paid in the claimant’s “base 

ar. 
wall 6 States pay the same duration to all eligible claimants, ranging from 20 
to 30 weeks, as follows: 

Weeks Weeks 
Maryland : 26 | North Dakota 20 
Montana 22 | Pennsylvania 30 
New York . Be) FORO iinck sb icin ficcaeathiiae 26 

In my own State of Ohio, about which you inquired, it is now possible to draw 
unemployment benefits totaling 50 percent of total wages earned during the 
base period. And if H. R. 12065 were enacted, this would bring the maximum 
benefits in Ohio up to 75 percent of the total wages received. 

To increase the benefit potential by 50 percent, as contemplated in H. R. 12065, 
in these. States, could result in the payment of more dollars of benefits to some 
claimants than those same claimants had earned in their entire base year. 

Senator Frear. I am sorry there are no more members here, but I 
think that points up perhaps one of the very strong features of your 
testimony in opposition to the bill, and although I have great reserva- 
tions in my own mind, I want to be fair about it, and I would like to 
have these things to fortify my own thinking as well as the others. 

Mr. Packarp. Thank you, Senator. 

Senator Frear. Thank you and I express my appreciation to other 
witnesses for permitting you to be heard now rather than at a later 
hour. 


Mr. Packarp. I amalso grateful to them. 
1This information may be verified in tables 17, 23, and 25 of the Comparison of State 


Unemployment Insurance Laws as of Jan. 1, 1958, which is in preparation by the Bureau of 
Employment Security, U. S. Department of Labor. 
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Senator Frear. Mr. James J. Maher. 


Mr. Maher, of the Commerce and Industry Association of New 
York. 


STATEMENT OF JAMES J. MAHER, ON BEHALF OF THE COMMERCE 
AND INDUSTRY ASSOCIATION OF NEW YORK, INC. 


Mr. Maner. Mr. Chairman, I realize the time that has been taken 
up here on prepared statements. 

Let me say my name is James J. Maher. I appear here as chairman 
of the social-security committee of the Commerce and Industry As- 
sociation of New York. I am accompanied by Mr. Mahlon Z. Eu- 
bank, who is counsel to the social-security department of that associ- 
ation. 

Senator Frear. Are you also a vice president of the Chase Man. 
hattan ? 

Mr. Mauer. I am an assistant vice president. 

Mr. Chairman, I realize that a great deal of time has been taken 
up in the reading of statements, and if it meets with your approval, 
I have a prepared statement which I would like to enter into the 
record, and then I would like to comment on some of the highlights 
of that statement. 

Senator Frear. Your entire statement will be made a part of the 
record. 

Mr. Mauer. Thank you, Mr. Chairman. 

(The complete statement of Mr. Maher is as follows:) 


STATEMENT OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INC.,, 
CONCERNING LEGISLATION To PROVIDE FOR AN EMERGENCY EXTENSION OF Fep- 
ERAL UNEMPLOYMENT COMPENSATION BENEFITS 


Presented by James J. Maher, chairman of the social-security committee, of 
Commerce and Industry Association of New York, Inc., and assistant vice 
president of Chase Manhattan Bank 


Commerce and Industry Association of New York, Inc., the largest service 
chamber of commerce in the East, represents approximately 3,500 employers, 
large and small, in all branches of industrial and commercial activity, including 
many corporations headquartered in New York but engaged in multi-State 
activities. Through its social-security committee, which includes many of the 
Nation’s leading tax and personnel executives, and its social-security depart- 
ment, the association studies and actively represents management thinking on 
significant unemployment insurance issues at both the national and local levels. 
The Commerce and Industry Association appreciates the opportunity to appear 
before your committee for testimony on this most important proposed legislation. 

We recognize the humanitarian considerations that must be given to the 
problem of unemployment. It is distressing that in a country like ours com- 
petent available citizens who have had a permanent attachment to the labor 
market are unable to find gainful employment through no fault of their own. 
These individuals are at this time the victims of an economic cycle. 

Unemployment insurance was not designed or ever intended to compensate 
individuals for protracted periods of unemployment caused by economic reces- 
sions or depressions. The essential idea of unemployment insurance is the 
accumulation of reserves by taxes on employers in times of employment from 
which compensation may be paid to insured workers as a partial replacement 
of lost wages during temporary periods of unemployment. It is most necessary 
that the word “temporary” be emphasized. In keeping with the basic purpose 
of unemployment insurance it is appropriate that when unemployment is not 
temporary and unemployment benefits are exhausted by an individual claimant, 
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then, the State’s assistance program should take over to provide necessities for 
those individuals who continue to be unemployed. 

The distinction between unemployment insurance and unemployment relief 
is a vital element in American social legislation ; one arises out of contract, the 
other out of need. To protect the concept of contract in social insurance there 
must be a stated relationship between wages and benefits. To extend weeks of 
benefits indiscriminately would undermine this basic principle. To make un- 
employment insurance a benevolent program which gives handouts to individuals 
not subject to financial distress would conflict with sound insurance principles. 
Moreover, it would be contrary to the whole purpose of the unemployment in- 
surance program. It was never intended to serve the purpose of providing doles 
or handouts; neither was it intended to be a source of public assistance. 

Having considered all factors and reasons advanced for proposed legislation 
under the unemployment insurance program, we believe that action at the Fed- 
eral level in the field of unemployment insurance is not necessary to meet the 
needs of those persons experiencing hardship as a result of extended unemploy- 
ment. In most States the financing of unemployment insurance is not a problem, 
and the States’ funds themselves, comprising some $8 billion in the aggregate, 
are not in danger of liquidation. Certainly there are a few States in serious 
condition, but under present conditions we feel that the moneys available from 
the revolving fund set up under the Reed act can adequately meet the needs of 
these States. If additional funds are necessary, the moneys could be made 
available to the States on a loan-fund basis, but only to those States desiring to 
use such funds. 

We believe that the soundest legislation Congress can enact to correct this 
problem is to permit any State, by election, to enter into a plan, under the public- 
assistance program, with the Department of Health, Education, and Welfare, 
whereby the Federal Government would provide funds on a 50-50 basis to pay 
unemployed individuals with a recent work history benefits on the basis’of need. 
The passage of such a bill has certain legislative advantages. Financial assist- 
ance would be provided for individuals who need it, including those who were 
covered under unemployment insurance programs and exhausted their benefits, 
and those who were not covered. There would be no limitations on the number 
of payments made to qualifying individuals, except a termination date, such as 
April 1, 1959. 

If, despite the reasons cited, Congress feels that legislation should be enacted 
to extend payment of unemployment insurance benefits beyond the normal 
periods nrovided by State laws, we helieve that the measure which was passed 
by the House of Representatives (H. R. 12065 as amended) is a more appropriate 
and practical approach than any of the other measures which have been under 
consideration. This bill parallels more closely the Reed Act with its emphasis 
of full State controls and responsibilities than any of the other measures. In 
favoring the bill approved by the House, we do not believe that there is good 
reason to pay benefits to those who have exhausted their benefits as far back 
as July 1957. We feel that such a retroactive payment of benefits is not 
justified for the following reasons: 

1. As evidenced by the number of individuals deriving benefits and the rate 
of exhaustion, the actual effect of the recession was not felt until the latter part 
of 1957. 

2. Under the most favorable economic conditions there are a substantial num- 
ber of claimants who exhaust their benefits, many of whom are secondary wage 
earners, such as wives of working husbands, seasonal workers who year after 
year would be unemployed at the same time, retired employees receiving pensions 
and social security, and many others of similar type. Many of these people 
who are only nominally attached to the labor market would receive a windfall 
for their period of nominal unemployment. 

3. Individuals who have been disqualified and served a time penalty after 
July 1, 1957, and exhausted their benefit rights would also be the beneficiaries 
of a giveaway based upon their own action. 

In conclusion, we again suggest that we consider it unnecessary for the 
Federal Government to enact any legislation in relation to the manner in which 
the States are meeting the demands on their unemployment insurance programs 
during the current economic recession; that the States themselves are best able 
to cope with this problem according to their individual needs; that the financial 
assistance which any State may need to meet the drains on its unemployment 
insurance fund is already available under the Reed Act and, finally, if we 
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must have Federal legislation in this field, that we favor H. R. 12065 in the 
form passed by the House as the most practical and appropriate approach to the 
problem. 

Mr. Mauer. At the outset, there is a point that I would like to 
make in relation to this proposed legislation, and that, as many of the 
other speakers have mentioned, is the question of need. 

I speak, of course, with particular reference to our situation in 
New York.’ The reserve that we have is not in danger of liqui- 
dation. I feel, too, that with regard to many of the other States con- 
sidering the $8 billion in reserves that are held for the payment of 
benefits, that the great majority of the States are not faced with a 
serious problem of liquidation, and finally, for those States who may 
need financial assistance to meet the continuing payment of benefits 
under the current emergency, that the means are available to them 
through the fund that has been set up under the Reed Act. 

For this reason, Mr. Chairman, we seriously question whether there 
is a need for this legislation, and we are concerned, too, not only about 
maintaining the sound principles of unemployment insurance, but 
also maintaining a sound basis for the financing of that program, the 
basic principle always being that benefits would be related to wages 
and that the funds for the payment of those benefits would be derived 
from payroll taxes. 

Consequently, we do not favor any proposals that would tend to 
make grants to the States to defray the cost of unemployment-insur- 
ance benefits, and, as I repeated before, those States that do need 
financial assistance have the means available to them under the Reed 
Act. 

If one of the objectives of the proposed legislation is to take care 
of persons in need, we, of course, feel, too, that this should not be 
taken care of through the unemployment-insurance program but rather 
under the means that have been set up to take care of welfare pay- 
ments, and again, if there is any need for assistance in that direction, 
that the Federal Government may consider providing that: assistance 
on some basis that would either match the amounts of the States may 
defray for that purpose or in the form of some degree of participation, 
either 

Senator Frear. In a grant form? 

Mr. Mauer. In a grant form, yes, sir, to some degree for relief 
purposes only under the Department of Health, Education, and Wel- 
fare. But not for the continued payment of benefits, through the 
unemployment-insurance program. 

I think Governor Williams, when he spoke before the Ways and 
Means Committee, expressed some ideas along that line that in the 
State of Michigan this is something that could be taken care of 
through the welfare program in that way. 

I would like to say, too, that such an approach would, of course, not 
only meet the fixed needs of those that are actually in need, those who 
have been in covered employment under their State social-insurance 
programs, but also those who had not been working in covered em- 
ployment and are in need. 

Now, we have felt that way, but if it is inevitable that Congress 
must enact legislation to meet this situation, of all the legislative pro- 

osals that have been advanced, we would favor H. R. 12065, as passed 
: the House, over any other measures that have been proposed or 
that. have been considered. 
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The reason we favor that proposal is that it parallels more closely 
the Reed Act and preserves the control and responsibilities on the 
part of the States in the administration of the programs. 

In effect, we feel that it merely exchanges the trigger point on 
borrowing from the Federal Government and it leaves the initiative 
with the States to borrow the funds if they need them. 

It preserves the insurance principle of the program, and does not 
make it a system for handouts or doles. 

I would like to take this occasion to go on record, Mr. Chairman, 
as opposing any measures that would provide an extension of benefits 
for a flat period of 16 weeks or any other period. 

Supplementing what was stated here before, and using examples of 
what that could mean in New York State, an individual could collect 
96 weeks of benefits for 20 weeks of employment. Now, if we add 
another 16 weeks—he would normally collect 26 weeks—but if we 
add another 16 weeks, he would collect 42 weeks of benefits for his 
20 weeks of employment. 

If, during the 20 weeks, he earned $80 a week for a total of $1,600, 
benefits at the rate of $40 a week for 42 weeks of unemployment 
would provide him with a taxfree income of $1,680. 

Senator Frear. Yes, I am glad you mentioned the tax-free part of 
it, too, because under covered employment, he of course naturally 
has his tax deducted. 

Mr. Maner. It is a net take-home pay after taxes. 

Now, it has been said in testimony before the Ways and Means 
Committee that the States do not act until the Federal Government 
acts. This, of course, has not been true in New York. 

We have already enabling legislation to give effect to H. R. 12065, 
as passed by the House, but the State has taken other measures to 
improve the unemployment-insurance program to meet changing 
conditions. 

We “have reduced coverage. to 2 or more, and have increased our 
maximum weekly benefit by 2 25 percent from $36 to $45. 

It has likewise not been true generally in other States, 33 of them 
having increased benefits in 1955, 22 having increased them in 1957, 
and although many of the State legislatures are not in session this 
year, 4 have increased benefits in 1958. 

In conclusion, may I say, Mr. Chairman, that we would not agree 
with the approach embodied in S. 3446 which Senator Javits dis- 
cussed here this morning, unless any proposal made along that line 
providing for grants to the States embodied a needs test to take care 
of those in need and not in the form of grants that would continue 
the payment of benefits under the unemploy ment-insurance program 
without a needs test for a duration that could extend to the end of 
the year 1958, as I understood his proposals. 

May I say in conclusion, Mr. Chairman, that I appreciate the 
opportunity you have afforded me to : appear here, and again say that 
of all the legislation that has been advanced, we would favor the 
enactment of H. R. 12065 in the form that it was passed by the 
TIouse. ’ 

Senator Frear. I notice in your statement, the reserves in your New 
York fund were about $50 million higher at the end of 1957 than 
they were at the beginning of 1957, ‘although the first quarter of 
this year you had a substantial increase in withdrawals. 
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Mr. Mauer. But we haven’t had the benefit of the taxes for the first 
quarter credited to the reserves, and I think in those figures 

Senator Frear. You do have them ? 

Mr. Mauer. No, we have not as I understand them. The fund on 
hand here is $1,248,794,553. 

Senator Frear. As of March 31? 

Mr. Maner. As of May 2. 

Senator Frear. As of May 2. 

Mr. Mauer. Yes, sir. 

Now here we do have the benefit of the taxes paid in for the first 
quarter. 

Senator Frear. Would you read them? 

Mr. Mauer. The taxes paid for the first quarter? 

Senator Frear? 

Mr. Mauer. The total receipts here for the first quarter credited to 
the fund in April are $20,123,781. 

Senator Frear. With the reserve that you have as of May 2 of 
$1,248,794,553, would still give you a multiple of about 5.7, or in other 
words, at that ratio you have enough to last you for 5 years and 
some time. 

Mr. Mauer. That is right, Mr. Chairman. We have figured in 
round terms around 5 years. 

Senator Frear. Yes. 

Mr. Mauer. Now, of course, we do consider and I don’t want to get 
into the economics of the situation, I am not an economist, but there 
are at least some indications that the situation will start leveling out, 
that is the way we feel about it. 

Senator Frear. Since you are connected with the bank, I don’t 
see any reason why I shouldn’t take the opportunity of questioning 
you along these lines. 

I don’t want you to make any statements, however, that you 
will 

Mr. Mauer. I understand, Mr. Chairman. 

Senator Frear. I don’t want to force you into any statements you 
make, but I think we are all interested in where this curve is going 
to round out or we would not be interested in this legislation before 
us because the multiples in all of the States, with the exception of 
1 or 2 appear to be in pretty sound fiscal position at this moment, 
when they run from 5 to 10 years, even 14 years. 

So that, in your opinion, now, will you express it as to what this 
curve as you see it exists in the future ? 

Mr. Mauer. Yes, sir. I will express it as I hear it from, I know 
economists have different points of view, and they are not all in 
agreement. 

Senator Frear. I want your point of view not just as you hear it. 

Mr. Mauer. I qualify myself by saying I am not an economist, 
but as we view it, the business outlook, let me say from our point of 
view, we feel we are reaching the low point in perhaps another 
month or so where we will be leveling out and we will con- 
tinue on a level basis through the summer until the automobile in- 
dustry or the advance tooling and replenishment of inventories and 
other durable goods, start to take effect, which should be some time 
about the end of the summer or the early fall before we would have 
an actual upturn in employment. 
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st Senator Frear. An upturn in employment? 
Mr. Mauer. An upturn in general production and employment. 
Senator Frear. You are not just. speaking about the State of New 
n York, but generally ? 
Mr. Maner. Generally speaking. 
Senator Frear. Your bank, I believe, publishes a little tabloid? 
Mr. Mauer. Yes, Economic Outlook. Yes, sir. And I am pre- 
dicting my statement on forecasts that have been derived that way 
in terms of the Outlook. 
t Senator Frear. Senator Douglas, this is Mr. Maher of the Com- 





merce and Industry Association of New York as the witness. He 
has completed his testimony, and I was just. asking him a few ques- 
tions. 

Do you have some questions ? 

Senator Doucias. No. I have hastily read his statement, and I 
have no questions to ask him. 

Mr. Mauer. I don’t think there is anything more I can add, Mr. 
Chairman. 

Senator Frear. All right, thank you very much, sir. We appre- 
ciate your testimony. 

Mr. Maner. Thank you, Mr. Chairman. 

Senator Frear. I also appreciate your being patient with us. 

Mr. Maner. It is all right, Mr. Chairman. We are very happy 
to do so. 
Senator Frear. Mr. Roland Jones, Jr., American Retail Federation. 
















STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION, PRESENTED BY JAMES G. MICHAUX, 
COUNSEL 


Mr. Micuavx. I am James G. Michaux. I am general counsel of 
the American Retail Federation. Mr. Jones was unexpectedly called 
away by an emergency, and with your permission, I would like to 
file a statement that Mr. Jones was going to present. 

Most of the arguments covered in here have been previously cov- 
ered by other witnesses with one exception. We believe there is 
one consideration which the committee should give which you will 
find on page No. 3. 

I won’t discuss it. It is only a page long, but it has to do with the 
denial of the principle of experience rating in the extra tax which 
would be paid by the employers after 1963, and we just wanted to 
call the committee’s attention to that particular fact. 

Senator Frear. Well, thank you very much, sir. 

Senator Douglas? 

Senator Dovetas. No questions. 

Senator Frear. Thank you. 

(The complete statement of Mr. Rowland Jones, Jr., is as follows :) 






























STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN RETAIL FEDERATION, 
on H. R. 12065 


My name is Rowland Jones, Jr. I am president of the American Retail 
Federation, with offices at 1145 19th Street NW., Washington, D. C. 

The American Retail Federation is a federation of 31 national retail asso- 
ciations and 38 statewide associations of retailers, representing through their 
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combined membership more than 800,000 retail establishments. Attached ig 
a list of the associations on whose behalf this statement is submitted. 

Before getting down to the specifics of H. R. 12065, I would like to make a 
few general observations about the American system of unemployment insur- 
ance. This background material is necessary in order to get a perspective on 
what Congress is trying to do in H. R. 12065. 

The American system of unemployment insurance is a remarkable historical 
achievement. Unlike many unemployment compensation programs existing in 
other parts of the world, the American program, after long and vigorous debate, 
was conceived and established in accordance with sound insurance principles, 
The present system was designed not only to preserve the worker’s purchasing 
power, but also to preserve his dignity and self-esteem. 

To accomplish these important ends, the Congress developed an insurance 
program which pays unemployment benefits as a matter of right, without re- 
course to a means test and without inquiry into personal need. 

In fact, it is an important and proud part of our philosophy of unemployment 
insurance that benefits be paid to any worker meeting the prescribed conditions 
of eligibility. whether he needs the money or not. He gets his benefits because 
he qualifies for them. The money comes out of payments which have been made 
by employers on his behalf into the State unemployment-insurance fund. 

The system of unemployment insurance which has been developed over the 
years is possible only because—and only as long as—the laws which set it up 
adhere to certain fundamental principles. These principles are that benefits 
be paid in accordance with an objective formula which determines the eligibity 
for payments on the basis of the unemployed worker’s previous work experience. 
The benefits he receives depend upon the amount of his previous earnings. A 
sound system of insurance is possible only if the duration of benefits is limited. 
The unemployment-insurance benefits are limited by law to some prescribed 
number of weeks. If benefits were paid on an unlimited basis or for an uncer- 
tain duration, it would never be possible to operate this program on a sound 
financial basis, establish an adequate tax system, and balance the revenues and 
expenditures over the long run. 

For these reasons we feel, and feel strongly, that any proposal to change, 
either directly or indirectly, the present system of unemployment insurance must 
be carefully scrutinized in the light of the basic insurance principles which 
serve as the foundation stone of the system. 

The bill before you, H. R. 12065, which provides for temporary additional 
unemployment benefits, is, perhaps, the least objectionable measure which has 
been offered as a solution of the problem of benefit exhaustions in the several 
States. Nevertheless, even though it is the least objectionable, there are still 
several features in the bill which violate the insurance principles of the system. 
1. The denial of the principle of experience rating 

Every State law has a provision for experience rating, through which an 
employer may receive a lower rate than the State maximum if he is directly 
responsible for less unemployment than other employers. This is a fundamental 
part of the whole system of unemployment insurance. Thus, the program was 
not designed solely to give a worker who had lost his job through no fault of 
his own some temporary assistance. It was also designed to reduce unemploy- 
ment by providing a real financial inducement to employers to curtail unemploy- 
ment whenever possible. They do this by stabilizing the employment in their 
own operations. 

Even with the experience rating, some types of employers still pay less than 
their pro rata share of the cost of the unemployment-insurance program. For 
example, the many seasonal employers do not pay in taxes anywhere near the 
amounts which their ex-employees receive in benefits. Conversely, the highly 
stable employers pay more in taxes than it costs to pay benefits to their laid-off 
employees. Even with this imperfection, it still is the best practical solution 
to the problem of conforming to insurance principles. 

The proposal before you, H. R. 12065, completely negates this principle as it 
applies to the repayment of funds made available to the States under this bill 
In any State which participates in the proposed program, all employers would be 
subjected to a uniform tax increase, regardless of their employment experience, 
beginning in 1963. At that time the net Federal tax on all employers would go 
up from 0.3 percent to 0.45, and in the following year to 0.6 and, if necessary, to 
0.75 in the third year. Revenue arising from this increased tax rate will be used 
to reimburse the Federal Government for funds paid out this year and next in 
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the form of temporary additional unemployment benefits. Thus, employers who 
presently have caused little or no unemployment will be taxed for repayment of 
penefits paid at the same rate as those who have contributed substantially to 
present unemployment. 

As I said earlier, in a sound insurance program the premium must bear a close 
relationship to the risk. This proposal—that the Federal Government be reim- 
pursed by flat increases in the Federal tax rate—is like asking the man in a new, 
fireproof, brick house to pay the same rate as his neighbor in an old, frame tinder- 
box. Homeowners would never stand for insurance rates set that way; why 
should employers? To put it another way, is it proper for the Congress to adopt 
a measure which is absolutely contradictory to one of the fundamental principles 
on which the whole system of unemployment insurance is based? 


29, The burden on new employers 


Another objection to the enactment of this measure is the burden which new 
employers would have to bear. Between now and 1963, a large number of em- 
ployers will have entered business, and a large number will have left the field. 
The new employers will be required to pay an increased rate of tax because of 
unemployment with which they had absolutely no connection whatsoever. Em- 
ployers in 1963 will, in effect,.be paying for benefits arising out of the employment 
conditions created by employers in 1958. This, also, violates sound insurance 
principles. 

3. The time element 

The third objection is the time element. If this is an emergency program, as 
its sponsors claim, it should be capable of being put into effect immediately. How- 
ever, in spite of the claims that a simple agreement between a State official and 
the Secretary of Labor would be all that was needed to put the program into effect, 
the evidence collected so far by Senator Douglas, and as published in the news- 
papers, seems to indicate that most States would find legislative action necessary. 
In most instances, this would mean special sessions of the several State legisla- 
tures. This would be necessary because, as a practical matter, the bill permits 
a State official by unilateral action to put into effect a mandatory tax increase on 
all employees beginning in 1963. In fact, we believe that every few governors, 
or other State officials, would care to assume the responsibility of obligating the 
employer-taxpayers of their States to pay a future tax increase, whether they had 
the authority or not, without the advice and consent of their respective legislative 
bodies. 

Now, gentlemen, I realize fully that unemployment today is a problem. At the 
same time, we don’t believe that the Federal Government must try to solve every 
problem of every citizen of this country. The problem here is essentially one 
which can be coped with at the State level. The present system, which leaves the 
matter of unemployment benefits to the States, should be left alone. 

Almost every State has a substantial reserve fund. Funds could be drawn from 
this reserve to pay temporary additional unemployment benefits if the State saw 
the need to do so without endangering the soundness of the program. One State 
(Connecticut) has already done so, and the matter is, we are told, under serious 
consideration in many other States. 

There are, 2s has been testified here, a few States whose reserve fund is not 
ample. But those States still have a remedy in the Reed fund, from which they 
could borrow to pay additional temnorary benefits, if the legislatures of those 
States found it necessary to enter such a program. 

In conclusion, may 1 again say that if this committee finds that a Federal pro- 
gram is necessary and desirable, we believe that H. R. 12065, in its present form 
does less violence to the insurance principles of the unemployment program than 
any of the other proposals which have been advanced. 


NATIONAL ASSOCIATIONS 


American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Mail Order Association of America 

National Appliance and Radio-TV Dealers Association 
National Association of Chain Drug Stores 
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National Association of House to House Installment Co’s., Inc. 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers & Furnishers 
National Association of Retail Grocers 

National Association of Shoe Chain Stores 

National Council on Business Mail, Inc. 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association 

National Luggage Dealers Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 

National Retail Hardware Association 

National Retail Merchants Association 

National Retail Tea & Coffee Merchants Association 
National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery & Office Equipment Association 
National Tire Dealers & Retreaders Association, Inc. 
Retail Jewelers of America 

Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 

Variety Stores Association, Inc. 

Women’s Apparel Chains Association, Inc. 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Retail Merchants Association 
Associated Retailers of Indiana, Inc. 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation, Ine. 
Mississippi Retail Merchants Association 
Missouri Retailers Association 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association 

Retail Merchants’ Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Ine. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Conncil 
Pennsylvania Retailers’ Association, Ine. 
Rhode Island Retail Association 

Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Association 
Utah Council of Retailers 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association, Inc. 


Senator Frear. Prof. Richard Lester of Princeton University. 
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STATEMENT OF PROF. RICHARD A. LESTER, PRINCETON 
UNIVERSITY 


Mr. Lesrer. Mr. Chairman, it is a pleasure to be here and have this 
rtunity to testify before this committee and I want to be of any 
help that 1 can. 

Senator Doveras. Mr. Chairman, may I say that since I know Mr. 
Lester is a very modest man, that he is one of the ablest authorities 
on the general subject of unemployment compensation in the country, 
and that he has had a great deal of practical experience and has been 
chairman of the New ~ Jersey State Employment Security Council, 
and has served on Federal Commissions as well. 

So that he is a highly qualified witness. He has come down here 
at great personal sacrifice, and I want to express my own apprecia- 
tion to him for his w ilingness to make this sacrifice. 

Senator Frear. Well, I appreciate those remarks of the Senator 
from Illinois, and I can state to the witness that is is not every witness 
is so modest. 

Mr. Lester. Well, Mr. Chairman, perhaps for the record, I will be 
a little immodest and indicate my present connections. 

Senator Frear. I take it that you are a resident of New Jersey ? 

Mr. Lester. Yes, I am a resident of New Jersey, and I have been a 
resident there for some 13 years this last time, but 1 have also resided 
in the Pacific Northwest and North Carolina. 

Senator Frear. Have you known the Senator from Illinois? 

Mr. Lester. Yes, I have known him for a great many years. 

Senator Frear. He knows wherewith he made the statement then ? 

Mr. Lester. Well, he may be subject to some exaggeration, let us 
say, but he himself was an expert in this subject at one time at least, 
and he wrote a book on it. 

Senator Frear. 1 won’t lend you that opportunity, sir. 

Mr. Lester. He probably knows much more about it than I do. 

Senator Frear. We think a great deal of him here, too, sir. 

Mr. Lesrer. But I might, for the record, indicate that my name is 
Richard A. Lester, I am professor of economics and faculty associate 
in the industrial relations section at Princeton University. 

I have studied unemployment relief and compensation ever since I 
began to write my doctor of philosophy thesis on the subject in 1932. 
I helped to draft the original New Jersey Unemployment Compensa- 
tion Act. From 1952 to 1954, I was a member of the Federal Advisory 
Council on E <a ay Secur ity and from 1955 to date I have been 
chairman of the New Jersey State Employment Security Council. 

I have written extensively on the subject including a report for 
the committee for economic development, which is a business group, 
which was published back in 1945, entitled “Providing for Unem- 
ployed Workers in the Transition.” 

I should explain, Mr. Chairman, that I am here not in my official 
capacity but as an individual. I am not here as representing the State 
of New Jersey. 

I urge upon you to reject the approach of H. R. 12065. It offers 
ractically nothing so far as the unemployed this year are concerned. 
t rests on the false philosophy of the laggard who argued that he 

never could find the right time to fix the leaky roof to his house 
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because he couldn’t do the repair job when it was raining and when 
it wasn’t raining the roof didn’t leak. 

We have to face squarely up to the reasons why the State unem- 
ployment-compensation programs are so inadequate for present needs 
that they are compensating only about 30 percent of the wage loss of 
persons in covered employment and less than 20 percent of “the total 
wage loss from all employment—uncovered as well as covered. 

The chief reasons for the present weaknesses in unemployment com- 
pensation are two: 

One, the fierce competition between States in low benefit standards 
and low tax rates. 

Two, the absence of any sharing of the risk nationally, so that 
States with the heaviest burden of ‘unemployment are forced to bear 
that burden alone. 

Having served as chairman of the employment security council for 
8 years in New Jersey and being acquainted with the mail and other 

campaigns put on by New Jersey employers to keep their unemploy- 
ment tax rates low by keeping benefit levels relatively low and benefits 
restricted, I can report that the interstate competition aspects of unem- 
ployment compensation represent a vicious and unfair form of tax 
competition, especially when recessions are so heavily concentrated 
in heavy industry and in certain States. 

Mr. Dikovics, who appeared before you, has appeared before our 
council on some occasions, and, while I have great admiration for 
him as an individual, certainly has not come “before us to request 
increases in benefits. 

Now I want to take an example of the kind of competition that I 
have in mind. 

Last year 3 States with the lowest employer tax rate were Colorado, 
Towa, and Virginia, and in mentioning those States I don’t mean an 
invidious comparisons, but these 3 States had the lowest tax rate, wit 
0.5 percent of covered payroll compared to an all-State average of 
1.3 and an average of 1.7 percent for New Jersey. Tennessee had L7, 
and Nevada had a 2.0, and Pennsylvania had an average of 1.9 for 
the past 2 years. It varied widely from year to year. 

We also have, despite this rather high employer contribution rate, 
in New Jersey an employee contribution rate of one-quarter of a per- 
cent. We are only | of 2 States that still have an employee contribu- 
tion, and in New Jersey, since the law was enacted, the employees of 
New Jersey, on their own behalf, have contributed $320 million to 
unemployment compensation. 

In other words, a good part of the present reserves that we have, 
perhaps 80 percent of it, in a sense, represents the employee contri- 
bution. 

Senator Frear. I don’t quite understand that. 

Mr. Lester. Well, the total, if you will add from the time that the 
law was first passed until the present, until the end of last year, the 
employee contributions have amounted to $320 million. 

Senator Frrar. The employee contr ibution to what ? 

Mr. Lester. To the fund. We have a tax on employees as well as 
employers. 

Senator Frear. In New Jersey ? 

Mr. Lester. That is right. We are 1 of the 2 States that has that. 
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Senator Frear. I guess that is why I was unfamiliar with it. 

Mr. Lester. Yes. “So I want to indicate that we do have a feeling 
of financial responsibility in the State. 

Florida was also low with 0.7 percent average tax last year. 

Now, an examination of the benefit provisions of the laws of the 
lowest tax States shows comparatively low benefit levels (for example, 
duration of only 8 to 18 weeks in Virginia, 6 to 24 weeks in Iowa, 
and 5 to 16 weeks in Florida). 

Let me say in terms of the exhaustees, the average duration of 
exhaustees for Florida and Virginia was 12 weeks, for Iowa was 13 
weeks, Colorado 19 weeks. New Jersey was 22 weeks, and Pennsyl- 
vania, 30 weeks. 

In addition to this factor of relatively low benefit durations, of 
course, these 3 or 4 States have had relatively low unemployment in 
proportion to their covered employees. 

In Colorado, Florida, and Iowa they have had only about 4 percent 
of their insured employment. unemployed in recent weeks. 

In New Jersey, Pennsylvania, and Rhode Island, the insured un- 
employed have been around 10 percent of covered employment in the 
State; in Michigan around 15 percent. So that if you look at the 
reports of the Department of Labor, you will see that the unemploy- 
ment that we have is very heavily concentrated in certain areas, and 
that means that there is an unfair burden, in a sense, on these par- 
ticular States. They have in this chart, in this report ‘put out by the 
United States Department of Labor on the characteristics of the 
unemployed—— 

Senator Frear. Would you just explain one thing to me, Doctor, 
the unfair burden; just what do you mean by that? 

Mr. Lester. I mean two things, Senator. 

One is that the States have, because this unemployment is heavily 
in the durable goods industries 

Senator Frear. Michigan, for instance? 

Mr. Lester. Michigan, New Je srsey, Pennsylvania. 

Senator Frear. Yes. 

Mr. Lesrer. I was going to refer to this chart which shows for the 
latest month, which is March, the States in black here in this report 
have 9 percent or more unemployment. 

Senator Frear. What report is that, Doctor ? 

Mr. Lester. I just identified the chart for the record. It is “Char- 
acteristic of the Unemployed,” March 1958, put out by the United 
States Department of Labor. 

Senator Frear. Yes. 

Mr. Lester. And it shows that the States heavily affected are in 
this band along the eastern part of the country, and up here in North 
Dakota, and Montana, and then W ashington, Oregon, and Nevada in 
the West. And they have 9 percent or more of their work force un- 
employed, whereas these other States that I mentioned have about 
4 percent of their work force. 

Senator Frear. Is that covered employment? 

Mr. Lester. Yes, it is insured unemployed as a percent of average 
covered monthly employment. 

Senator Frear. I believe 12065, of course, does deal with covered 
employment. 
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Mr. Lesrer. That is right. 

Senator Frear. Yes. 

Mr. Lester. The point I am making, Senator is that the industry 
most heavily affected is the industry covered by unemployment com- 
pensation. It is the heavy industry. 

Senator Frear. That is right. 

Mr. Lester. And the rate of unemployment in these States that J 
have mentioned is at least double the rate of unemployment in the 
other States—Florida, Iowa, Virginia—that I mentioned were they 
have not only low rate of unemployment, but they also have low-bene- 
fit levels. 

Senator Frear. As I understand you, I am not sure that I do, but 
is this a correct understanding, that when it is a penalty on the States 
that have large covered unemployment to not be able to have assistance 
to extend unemployment benefits for a longer period of time you have 
those other States assist these States in the extension of time for unem- 
ployment and thereby tax their people, if that be the word, to help the 
other States? 

Mr. Lester. No; my point is this, Senator, and I am coming to it 
in a moment, that we should have some reinsurance program at the 
Federal level in order to share part of this national burden of 
unemployment. 

The State of New Jersey, as such, or the State of Michigan, as such, 
is not responsible, I assume, for the recession, and not responsible for 
the fact we have so much heavy industry in our State, and therefore, 
we have this heavy burden of unemployment in our State. 

Not only do we have the heavy burden of unemployment which I 
believe in part, the excessive part, let’s say above 5 or 6 percent un- 
employment, the part that is above that ought to have some national 
sharing, it seems to me, because part of the responsibility for it pre- 
sumably is the kind of monetary policy the Federal Government has 
been following, the effect of the Federal administration on the econ- 
omy when defense expenditures are cut back rather sharply as they 
were in the third quarter of last year, and the consequences that 
follow when the President makes certain statements with regard to 
spending or saving. Those all have an effect on employment in New 
Jersey. 

We in New Jersey can’t do a great deal to overcome our own 
unemployment, but the burden is on us, largely because of the kind 
of industry that we have. 

That does not mean that we don’t have a well diversified industry, 
We do, as I will indicate in a moment. But the second part of this 
burden or penalty that we are under, the second part of the unfair 
competition in my judgment, Senator, is that the benefit standards in 
these relatively—in these States with relatively little unemployment 
are very low, so that you get a combination of two things. Our stand- 
ards are somewhat higher, and we can make them somewhat higher 
in part because of the employee contributions. 

Senator Frear. What is the percentage of employee contribution 
on their payroll? 

Mr. Lester. It is now one-quarter of 1 percent. 

Senator Frear. One-quarter of 1 percent ? 

Mr. Lester. Yes. It is running about 11 or 12 million dollars a 
year. 
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Senator Fura. What is your average on the employer in New 
Jersey now ¢ 

Mr. Lester. I just gave it here. It is 1.7. 

Senator Frear. I believe you stated earlier that of your present 
reserves, approximately 80 percent was credited or was placed—— 

Mr. Lester. You could think of it that way. The total contri- 
bution of the employees since the law began 

Senator Frear. If there were no withdrawals? 

Mr. Lester. That is right. 

Senator Frear. But it would not be fair to assume that all the 
withdrawals would come from the employer if the employee made 
the contribution. 

Mr. Lesrer. No, but in the other 46 States, all of it rests on the 
employer. 

enator Frear. That is true. That is true. 

Mr. Lester. All of these States have very little heavy industry. 
Consequently benefits paid in the calendar year 1957 in percent of 
taxable wages were 0.7 percent in Colorado, Florida, and Virginia, 
and 0.8 percent for Iowa, compared with 2.7 percent for New Jersey 
and 2.8 percent in Rhode Island, and 1.5 percent for the country 
as a whole. 

In other words, we were paying out benefits at that rate compared 
to the rate of 0.7 and 0.8 percent for these other States. 

In the first 4 months of this year, New Jersey has paid out ap- 
proximately $80 million in benefits (a rate of $240 million a year). 
The tax intake for the first 4 months, inc luding employee contribu- 
tions is estimated at $36 million so that our outgo for the first 4 
months is more than double our income. 

Now, this rate of outpayments for benefits is equivalent actually to 

5.2 percent of covered payroll. In other words, this year we are pay- 
ing out benefits at a rate of over 5 percent of covered payroll. This 
large outgo is due to the fact that New Jersey has between 9 and 10 per- 
cent of its work force unemployed during the first 4 months of 1958. 
And that volume of unemployment is largely due to the fact that New 
Jersey has so much heavy industry—machiner y, metals, automobiles, et 
cetera, and this is the point I made earlier in answer to your question, 
Senator, certainly New Jersey employers are not to blame for the 
heavy concentration of une mployment in our State. 

Senator Frear. What type of competitive disadvantage do you 
consider that to be. 

Mr. Lester. Well, it is a disadvantage because if you have even 
the same industry, whether it is the garment industry or whether it 
is the paper industry or what not, if they are located in another 
State, their tax rate would be lower, even though they had exactly 
the same experience. 

Senator Frear. Yes, sir. But isn’t that also true of personal prop- 
erty and real estate by those same employers where they would be in 
different States? Would you consider that also a burden? 

Mr. Lesrer. Every tax is a burden in a sense to the taxpayer. 

Senator Frear. The one which figures in competition ? 

Mr. Lester. Yes, but the loc: I—I am on the borough council at 
Princeton, and we levy a real-estate tax. We levy that real-estate 
tax for the benefit of the people in that community in the way of 
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streets, sewers, garbage and trash collection and on through the differ- 
ent items of the local budget. 

When it comes to unemployment, it seems to me you are in a little 
different situation. In unemployment you are dealing with a national 
problem, and there is very 

Senator Frear. You wouldn't say that taxes were not a national 
problem ¢ 

Mr. Lester. No, no, but I am talking about local taxes. I thought 
you were talking about real-estate taxes. 

Senator Frear. I meant that they are pretty general. 

Mr. Lester. But we have a very heavy real-estate tax in New 
Jersey. 

Senator Frear. That is a form of burden that makes it a part of 
the expense in which you are in competition with other States which 
have lower tax burdens. 

Mr. Lester. That is right. We do not have a general sales tax nor 
a personal income tax. Kut our real estate suffers ver y severely. 

Senator Frear. By the way, do you have a personal property tax 
in New Jersey ¢ 

Mr. Lester. Yes, we do. 

Senator Frear. Do you have it in the municipalities also ? 

Mr. Lester. Yes, we have a personal property tax in municipalities, 

Nor are New Jersey soft-goods producers any different so far as 
unemployment in their industries is concerned from soft- goods firms 
elsewhere, but our soft-goods firms will be forced by the “higher tax 
level in New Jersey than, s say, in Colorado, Florida, Iowa, or Vi irginia, 
to face an unfair burden in interstate competition, and that despite 
the fact that New Jersey is only 1 of 2 States with employee contribu- 
tions to unemployment compensation. 

These facts clearly point to the need for the second item I stressed, 
namely, the national sharing of abnormal drains on particular State 
funds because unemployment is concentrated heavily in particular 
States. This could be provided by a Federal reinsurance program. 

Loans to the States are no solution to this problem. H. R. 12065 
offers interest-free loans till 1963 if a State wants to agree to take on 
the added burden of extending the duration of benefits up to 50 per- 
cent plus the State and Feder al costs of administration to pay those 
benefits extensions. 

In 1957 the New Jersey unemployment compensation trust fund 
took in $100 million and paid out $123 million, incurring a deficit of 
$23 million. For 1958 it is estimated that with no change in the law, 
the outpayments will amount to at least $225 million and the income 
will remain at $100 million, leaving a prospective deficit of at least 
$125 million, and perhaps more because the intake may be a little less 
than a hundred million since we won’t draw any interest on the amount 
the reserve is drawn down. 

Senator Frear. Doctor, you are assuming unemployment is going 
to continue at the present high state. 

Mr. Lesrer. No, if I assumed that it continued at a present high 
rate, that would be $240 or $250 million rather than $225 million. 

These are not my own estimates, but those made by the Employment 
Sec urity Division of New Jersey, and that estimate involves some 
pickup in employment toward the end of the year. 
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Senator Frear. You had at the end of March 1957, about $442 mil- 
lion, is that right ? 

Mr. Lester. No, at the end of March we had a little less than $400 
million, $397 miHion. I think—— 

Senator Frear. Then my figures must not be quite accurate. 

Mr. Lester. Well my figures may not be accurate, Senator, but I 
have the figures, reserves as of March 31, I am sorry, 1 may have it 
wrong 

Senator Frear. That is not too great a difference. 

Mr. Lesrer. I may have made a mistake—the total reserves as of 
March 31, $7,955 million. 

Senator Frear. Well, we are talking about the reserves in New Jer- 
sey being $442 million. The total reserves, I believe at the end of 
March were about $8,573 million. 

Mr. Lester. Well, I assume that this report which I have here pub- 
lished, put out by the—— 

Senator Frear. I am sorry, Doctor; $397 million for New Jersey. 
$8,537 million is correct. 

Mr. Lester. That is right. 

Senator Frear. And I want the—I want to correct the other figure 
I gave too. At the end of March 1958, it is $7,955 million instead of 
$8,500 million. 

Mr. Lester. That is right. 

Senator Frrear. If you use that ratio, the multiple at the end of 
March, you had a 2.7 multiple ? 

Mr. Lester. That is right. 

Senator Frear. Or 2.7 years? 

Mr. Lester. Iam sure that is right. 

But, of course, our tax rate keeps going up on the employer, be- 
cause as our reserve goes down, we have an automatic arrange- 
ment. It is already up for all employers three-tenths of a percent 
this year, because as soon as the reserve goes below 10 percent of 
covered payrolls, it starts jumping up automatically on all employers. 
So our rate this year for this year will be around 2 percent. 

Senator Frear. At the present time, you have a maximum of 3 per- 
cent ¢ 

Mr. Lester. Yes, that is right. 

It is estimated that a 50 percent extension of benefits duration 
would in 1958 add perhaps $30 million more to the deficit. Should 
New Jersey industry be asked to shoulder alone that added cost plus 
administrative expenses ? 

Senator Frear. I am sure you are aware of the fact there is a $200 
million fund in the unemployment compensation Washington Bureau 
account which was contributed. 

Mr. Lester. Yes, Senator. 

Senator Frrear. Which ‘was contributed by the employers of the 
48 States. 

Mr. Lester. Yes. 

Senator Frear. And to which you can apply. 

Mr. Lesrer. Yes, but under our law, we are conservative, Senator, 
and the tax rate on employers goes up as our reserve goes down, so we 
don’t anticipate having to go to that fund, and of course, that only 
postpones, as some of the previous witnesses indicated, that only 
postpones the evil day. You don’t avoid the taxes. 
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Senator Frear. I am conscious of that, and I think I would favor 
your position on that. 

Mr. Lester. It seems to me the only sound approach to this prob- 
lem is that in the Kennedy-McCarthy bill (S. 3244), namely, Fed. 
eral reinsurance and minimum Federal benefit standards. Only in 
that way will the evil of interstate competition in low-benefit stand- 
ards be sufficiently reduced so that unemployed workers whose earn- 
ings normally amount to $60 a week or more can be decently com- 
pensated. 

When these laws were first passed the maximum benefits in each 
State, the ceiling, averaged about 65 percent of the normal weekly 
wage. 

In 1951 and ever since then it has been about 44 percent. In other 
words, it has dropped down because the maximum has not kept pace 
with the increases in earnings. 

And in my judgment that has a distinct disadvantage in terms of 
the incentive to the individual. 

Some people who appeared here as witnesses have indicated the 
extent to which there are some possible abuses by women and others 
but if you will notice the people who are chopped off the most by 
this ceiling they are the people in general who are getting higher 

wages and have in the past had fairly steady employment, have 
worked their way up the occupational Jadder and in our State, the 
men, 65 percent of them, are chopped off by our $35 maximum ceiling 
and $35 is about the average weekly maximum for all the States, sir. 

The need for such Federal reinsurance and benefit standards has 
been so well expressed by our Governor, Robert B. Meyner, in the 
short statement he recently submitted to the House Banking 
Committee that I suggest it ‘appropriately could be inserted in the 
record in connection with my testimony, since this particular state- 
ment deals almost entirely ‘with unemployment. compensation and 
relief in the State of New Jersey. 

I do not know whether there is any question about inserting that 
into the record when it is already in the 

Senator Dovetas. Mr. Chairman, I move it be done. 

The CHatmman. Without objection. 

Mr. Lester. It is six pages. 

(The document is as follows :) 

From : Office of the Governor, Statehouse, Trenton, N. J. 
For release Monday p. m., April 14 


As Governor of New Jersey, I am submitting this statement concerning the 
serious unemployment situation in my State and I suggest some elements in a 
program of action by the Federal Government to help overcome a problem of 
growing concern to the State and local governments. 

Although the United States constitutes a single national market, certain 
States have borne the brunt of the current recession. New Jersey is one of the 
more seriously affected areas. That is because the business slump has been 
mainly concentrated in manufacturing lines like metals, machinery, automo- 
biles, and other durable goods, and those industries represent a significant part 
of New Jersey’s economy. 

As a consequence, unemployment in my State reached an estimated 222,000 
workers in mid-March, which is 9.4 percent of the labor force, or almost 1 out of 
every 10 persons normally working. That is the highest percentage of unem- 
ployment in New Jersey since 1946. Statistics for unemployment compensa- 
tion indicate that the number of unemployed had increased somewhat further 
by the first of April. 
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In New Jersey, payments for unemployment benefits in March were double 

those for March 1957 and had reached the astounding rate of $250 million a 
year. That is twice the figure for the total benefit payments in the highest 
previous year, which was 1957. By the end of March some 140,000 disem- 
ployed workers were drawing unemployment compensation in New Jersey, and 
about 30,000 had exhausted their benefit rights during the first quarter of this 
year. 
" General assistance or relief payments by municipalities in New Jersey have 
been rising sharply since November. In February such payments exceeded $1 
million, up almost 50 percent in the 4 months from October to February. With 
general assistance increasing at that rate, the municipalities and property tax- 
payers are faced with the prospect of mounting relief costs and accompanying 
higher tax rates. 

A single State, of course, is relatively powerless to prevent recessions or to re- 
store economic health to the Nation’s business. Obviously, monetary policy 
is a national, not a State, matter. The same is largely true of fiscal and debt 
policy. The significant role of the Federal Government in maintaining high 
levels of employment is stressed by the Employment Act of 1946. 

Although a State and its subdivisions may lack the economic instruments for 
preventing and overcoming national economic slumps, it may find itself heavily 
burdened by the financial consequences of economic downswings if it is highly 
industrialized. Industrial States and their subdivisions pay a good part of the 
bill if a general business decline is stimulated during its first 6 months, as in 
the latter half of 1957, by mistaken national policies of tight money and sharp 
cuts in defense spending. And, at the national level, erroneous forecasts, indeci- 
sion, and the confusing spectacle of advice to the public simultaneously to save 
and to spend can, as indicated by the figures already set forth for New Jersey, 
prove costly to a State. 

Under the circumstances, the Federal Government would seem, at the very 
least, to have an obligation to aid the States, especially those most severely 
affected, by means of Federal support for unemployment-compensation benefits 
and general relief payments. 

In unemployment compensation, the difficulties of the States have been twofold. 
First, the incidence of unemployment has been quite unevenly distributed among 
the States. Those engaged largely in agricultural production and processing, 
in soft-goods manufacture, and in supplying services of various sorts have been 
but lightly affected by the current recession. Second, some States, for the most 
part the same, less industrialized ones, have kept their levels and duration of 
unemployment benefits relatively low. 

The combination of these two factors has permitted such low-incidence, low- 
standard States to maintain comparatively low unemployment taxes and, thus, 
to compete unfairly in interstate trade and location of industry. Because of 
these conditions, it is possible to find 2 firms with the same experience, and yet 
the 1 located in a less industrialized State paying but one-half or one-third the 
State unemployment taxes paid by the 1 located in a highly industrial State. 

The tax advantages of low-benefit standards can be illustrated by an example. 
Virginia for years has had one of the lowest State unemployment-tax rates— 
last year 0.5 percent of payrolls compared with a national average of 1.3 percent, 
and 1.6 for New Jersey. It also has had the lowest duration of benefits of any 
State; namely, 8 to 18 weeks. 

The answer to this type of unfair interstate competition is to be found in two 
measures: (1) The provision for minimum benefit standards that the States 
would need to meet for Federal approval of their laws, and (2) a program of 
Federal reinsurance grants, provided from the 0.3-percent Federal payroll tax 
now levied for unemployment-compansation purposes, so that no State alone 
would have to meet the full burden of an excessive and prolonged drain of un- 
employment benefits during a national business downturn. 

For the first quarter of 1958, New Jersey paid out unemployment benefits at 
a rate equivalent to about 5 percent of wages subject to taxes under our un- 
employment-compensation law. It seems no more than fair that, when a State's 
benefit outflow for a quarter exceeds at rate, say, of 2.7 percent of taxable 
payroll in covered employment, the Federal Government should share in the cost 
of that excess. It might, for instance, pay to a State from a Federal reinsurance 
fund, say, half of the cost of benefits between 2.7 and 4 percent of taxable pay- 
roll, and three-quarters of the cost in excess of 4 percent of taxable payroll, in 
any calendar quarter. 
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That is just a suggestion of one way to achieve a more fair means of meeting 
‘the uneven distribtuion of a heavy burden of unemployment. The Federal Goy- 
ernment, of course, has a vital interest in assuring that the built-in stabilizer 
of unemployment compensation is adequate to provide the purchasing power 
for the economy that was intended when the Social Security Act was passed 
in 1935. 

The two types of remedial measures that I propose are contained in the 
Kennedy-McCarthy bill (H. R. 10570 and 8. 3244). On those grounds, I strongly 
support that bill in principle, without passing judgment on the merits of the 
detailed provisions. 

There is another reason I support the Kennedy-McCarthy bill’s approach, 
Unlike proposals before the Congress for the emergency extension of unemploy- 
ment benefits, it would not serve to undermine the integrity of our present un- 
employment-compensation system. It aims at a continuing improvement, and 
does not involve a shift of benefit levels up and down or forward and back- 
ward changes in benefit duration. 

Any program first to lengthen and later to shorten the duration of unemploy- 
ment benefits so as to use them as a sort of temporarily expanded relief program 
would obliterate basic distinctions between social-insurance benefits and relief 
payments. Under social insurance, contributions and benefits are tied together 
in a contractual relationship in each individual worker’s case. To disrupt that 
relationship would mean a weakening of the fabric of our whole social-insurance 
program, including old-age and survivors insurance. 

In contrast, the Kennedy-McCarthy bill’s program of temporary Federal grants 
to meet minimum Federal standards during a proper interval for the States to 
revise their legislation in the light of such standards, and the added provision 
of Federal reinsurance of State unemployment funds, would not jeopardize the 
contractual relationship between contributions and benefits for the individual. 

All that reinsurance would do would be to help maintain a statewide relation- 
ship between benefits and contributions by pooling, nationally, a part of any 
heavy contingency burden falling on a particular State. Federal minimum-bene- 
fit standards would eliminate, to that extent, unfair interstate competition and 
injury to industry and markets by preventing a vicious spiral of low and deterio- 
rating benefit standards, particularly in relation to advancing wage levels. 

Regardless of improvements made in the level and duration of unemployment 
benefits, there is need for a Federal-State emergency unemployment-assistance 
program, under which the Federal Government would meet, say, one-half of the 
costs of the increase in general-assistance payments during the present recession 
period. 

Such an emergency unemployment-assistance program is called for primarily 
to meet the needs of workers uncovered by and ineligible for unemployment com- 
pensation (estimated nationally at almost a million out of the total of 5.8 mil- 
lion unemployed), aS well as those of the 800,000 jobless who have exhausted their 
benefit rights since last September. 

An emergency assistance program should be kept entirely separate, both in its 
administration and financing, from the Federal-State unemployment-insurance 
program. Assistance is relief based on need. Unemployment compensation is 
social insurance, under which eligibility and benefit rights are based on previous 
eontributions. 

All experience in this country and abroad teaches the wisdom of avoiding 
any mixture of social insurance and assistance. However, an adequate unem- 
ployment-assistance program is necessary to protect unemployment insurance 
from demands that its reserves be used to pay assistance grants to needy jobless 
unrelated to previous contributions into the reserves. 

At the Federal level, an emergency unemployment-assistance program should 
be administered by the Department of Health, Education, and Welfare, for that 
Department has had long experience with this type of program. The initiative 
and responsibility for determination of need should continue to be left to the 
localities under Federal and State financial aid. In that way, normal arrange- 
ments and existing administrative and legal machinery can be utilized with a 
minimum of adjustment. 

Federal action with respect to unemployment compensation and emergency 
unemployment assistance would, of course, be providing only a stopgap of reduced 
income for the jobless and their families. The main effort should be to get 
workers off unemployment benefit or the assistance rolls and back to work. 

It is paradoxical that we should have widespread idleness of men and equip- 
ment when there are so many things that badly need to be done, and at a time 
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when the demands for Government services are so great and growing. To 
mention just one example, the cold war and the sputniks have brought home the 
national importance of an adequate educational program at all levels. 

The statistics for gross national product in real terms show that our eco- 
nomic growth has been slowing down since 1953. Whereas from 1948 to 1953 
our economy achieved an annual increase in output averaging 4.5 percent, 
between 1953 and 1956 the yearly average declined to about 2.5 percent, and last 
year it slowed down to only 1 percent. Meanwhile, Russia’s rate of real increase 
of output in recent years, according to the best estimates available, has averaged 
at least 7 percent a year. 

In the face of such figures and of great and growing needs in this country, it 
is evident that we can ill afford the waste arising from incorrect economic 
diagnoses, indecision, and procrastination at the national level. And we can be 
sure that the longer the delay in instituting needed and corrective action, the 
more certain it is that drastic and less carefully considered measures will be 
hastily adopted at a later date. 

While the focus of attention in this statement has been primarily on the 
immediate unemployment problem in my State, I recognize the vital significance 
of a proper perspective and of adequate attention to the broader issues of 
national economic policy. - Indeed, we have reached a critical period in the 
affairs of this country, when effective leadership in economic matters is of 
prime importance. 

Attached hereto you will find statistics showing unemployment-insurance 
data for 1958 in New Jersey. 


Unemployment insurance data 


Amount of Numbei 
Week ending benefits drawing nitial claims | Exhaustions 
benefits 


Jan. 4, 1958 83, 704, 66 109, 304 24, 127 
Jan, 11, 1958 , 210, 81 120, 307 23. 054 
Jan. 18, 1958 , 349, 124, 748 19, 529 
Jan. 25, 1958_.-- , 323, 124, 279 19, 125 
Feb. 1, 1958___- , 314, 5 124, 146 16, 403 
Feb. 8, 1958 , 430, 265 24, 978 18, 476 
Feb. 15, 1958 , 400, 17 126, 702 7, 138 
Feb. 22, 1958_. , 526, 827 130, 133 0, 774 
Mar. 1, 1958_- , 743, 47 36, 136 16, 791 
Mar. 8, 1958... ios . , 716, 7 136, 898 21, 070 
Mar. 15, 1958 , 687, 286 135, 790 19, 655 
Mar. 22, 1958 , 582, 75 132, 156 215 
Mar. 29, 1958__- ‘is 4, 790, § 139, 134 53 


Total wne 


Week ending nearest the 15th: 
January ; sichiins dnindas ddedierss) ca 
February ; StbnS gaits 7 211, 000 
CON Ri sie ig ea naicc nang enacts internet etiam mh agin escice oedoet eatin iinet ici ital 222, 000 

Mr. Lester. As my remarks have already implied, H. R. 12065 is 
practically a useless gesture. Already the States have the George or 
Reed bill funds as you have indie: ated, Senator, so that another loan 
fund is hardly needed, particularly since it relies on States wishing 
to go into debt for longer benefit payments. 

No one apparently knows, when I wrote this they did not—this was 
written a week or so ago—how many States could legally do so without 
legislative approval. I understand now that Senator Douglas’ returns 
from 30-odd Governors on this issue have been put into the record. 

But I doubt whether they could do so or would want to do so and 
few State legislatures have regular sessions before January 1959. 

Consequently, the bill seems to promise much more than it will ever 
deliver. Tothat extent, it is deceptive and is apt to be labeled “fravdy- 
lent” by the unemployed who won’t get any additional benefits frc.a it. 
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The Cuarrman. May I interrupt you? 

Mr. Lesrer. Surely. 

The Cuarrman. Why cannot they have a special session ? 

Mr. Lester. They can, Senator. 

The Cuamman. Yousaid it is fraudulent ? 

Mr. Lester. Well, I doubt that there will be. 

The Cuarrman. They can have a special session. 

Mr. Lester. I doubt there will be many special sessions but that is 
only my judgment. 

The Cuarrman. It would not be fraudulent: if they had a special 
session ? 

Mr. Lester. No; if they had a special session and passed this, that 
is correct. 

The Carman. I think the record should be corrected because call- 
ing it fraudulent is a serious charge. 

It would only be fraudulent if they themselves, if the State fails to 
act. 

I do not say it is then but certainly there is no justification for you 
or any other witness to say that there will not be a special session if the 
need is sufficient to justify it. 

Senator Dovetas. Mr. Chairman, I think in justice to the witness it 
should be pointed out that he did not label the bill as fraudulent. He 
said it would be labeled as fraudulent by the unemployed if no effective 
action resulted. 

The CuHarrMan. That was on the assumption there would not be a 
special session, and now he says that if they do have a special session 
it would not be labeled as fraudulent. 

Mr. Lester. If they did have a special session, Mr. Chairman, and 
they did pass this legislation at the special session. 

The bill has nothing to offer the 2 million unemployed not cov- 
ered, nor does it do anything to raise the level of unemployment 
protection for any workers on a continuing basis. Basically it is an 
ineffective effort at patchwork on one facet of unemployment com- 
pensation in a way that promises to do some damage to the whole 
social insurance concept, by seeking to move the benefit duration for- 
ward and back again without relation to the employment possibilites 
for the individual thus tending to destroy any contractual relation- 
ship in the State unemployment compensation laws. 

This danger to the whole social insurance concept and the need 
for permanent improvement were pointed out in a statement issued 
by 21 academic economists speci: alizing in the field of social insurance 
and released to the press on April 13 

IT would like, Mr. Chairman, to submit a copy of that statement 
along with the signatures for inclusion in the record, and I might 
say, that this statement was prepared by a group at Princeton, was 
sent to 26 people who were considered to be the academic experts in 
the field of social insurance, people who teach in the field and who 
have written in the field, and of those 26, 22 signed it. Four of the 
nonsigners were in Michigan. They thought at that time that there 
would be quick action by the C ongress, and that there would be a 
grant arrangement provided, and I talked with one of them the other 
day at a meeting and he said they were disillusioned now in the 
results of the House action on H. R. 12065. 

(The document is as follows:) 
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STATEMENT ON FEDERAL SUPPLEMENTARY UNEMPLOYMENT BENEFITS 


(The following statement has been subscribed to by 21 academic economists 
with interests in the field of social insurance, whose names are attached) 


The shortcomings of our State-Federal system of unemployment insurance do 
not arise Out of a lack of Federal funds, but rather out of a long-standing lack 
of Federal standards designed to strengthen the capacity of the system to 
protect our citizens in a period of heavy unemployment. 

Without Federal standards in respect to minimum contribution rates, States 
have competed in reducing such rates. The effect of this competition has been 
(a) inadequate benefit scales, (b) inadequate durations, (c) arbitrary eligi- 
bility requirements, and (d) arbitrary disqualifications. Such interstate com- 
petition in standards has seriously weakened our unemployment insurance sys- 
tem as our first line of defense against distress due to protracted unemployment 
and as an element of stability in our economy. 

Any attempt to repair the damage caused by a lack of Federal standards in 
the past by putting a further premium on State inertia in the future would 
seriously undermine the effectiveness of our unemployment insurance system. 
A Federal supplementary benefit, provided without a fundamental revision in 
State standards, would be in effect a relief payment to the individual without 
a means test—that is a dole. It would also be an indication to the States that 
their unemployment insurance programs could be further weakened with 
impunity. 

Even with sound national standards in our Federal-State system of unem- 
ployment insurance, some States may need help in meeting heavy and continu- 
ing unemployment. With such standards to assure full effort on the part of 
the States, Federal reinsurance of State programs is justified and appropriate. 
Federal reinsurance grants should not be made even then to individual bene- 
ficiaries, however. Reinsurance grants should be made to qualified State sys- 
tems as such, where in the proper fulfillment of their legal obligations to their 
eligible citizens, they have impaired their capacity to continue to meet such 
obligations. 

In the present emergency, some States may have insufficient reserves to lib- 
eralize their programs immediately in respect to benefit rates and duration. 
It would still be possible to assist such States through Federal reinsurance 
grants, provided they justified their status as a reinsurable risk by legislative 
acceptance of Federal standards with respect to contributions, benefits, and 
eligibility for benefits. No State need be compelled to establish reinsurance 
eligibility: but no State should receive Federal reinsurance grants without 
establishing Federal standards. 

Regardless of any action in respect to a Federal reinsurance plan, it is high 
time that the Federal Government moved to establish adequate Federal stand- 
ards for State unemployment insurance systems. Such standards were strongly 
recommended in 1949 by the Advisory Council on Social Security to the Senate 
Finance Committee (see report, pp. 166-180) after a thorough, objective study. 
Without such standards, the United States is ill prepared for recurrent reces- 
sions. Both individual workers and the economy generally are without the 
effective protection of an adequate unemployment insurance program. <A hasty 
and plausibly generous gesture of Federal relief payments under the guise of 
insurance benefits does not make up for essential weaknesses in the established 
program. 

The distinction between unemployment insurance and unemployment relief 
is a vital element in American public policy. One arises out of contract. The 
other out of need. To destroy the concept of contract in social insurance 
because of past errors in its administration is to destroy the integrity of a 
hard-won and valuable social instrument. In social insurance, there must be 
a stated relationship between contributions and benefits. To swing from inertia 
and timidity to unplanned generosity in our attack on the ever-recurring prob- 
lem of unemployment, would do little to impress a watching world of our 
wisdom, intelligence, or foresight. sut more serious to our citizens, it would 
undermine the basic principles of our whole social-insurance program. 

Signers : 

Prof. Charles W. Anrod, Loyola University 

Prof. E. Wight Bakke, Yale University 

Prof. Douglass V. Brown, Massachusetts Institute of Technology 
Prof. J. Douglas Brown, Princeton University 
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Prof. Earl F. Cheit, St. Louis University 

Prof. Frank T. de Vyver, Duke University 

Prof. Robert R. France, University of Rochester 

Prof. Frederick H. Harbison, Princeton University 

Prof. Seymour E. Harris, Harvard University 

Prof. Clark Kerr, the University of California (Berkeley) 
Prof. Richard A. Lester, Princeton University 

Prof. David A. McCabe, Princeton University 

Prof. John W. McConnell, Cornell University 

Prof. Charles A. Myers, Massachusetts Institute of Technology 
Prof. Frank C. Pierson, Swarthmore College 

Prof. Fred Slavick, State University of Iowa 

Prof. Sumner H. Slichter, Harvard University 

Prof. Herman M. Somers, Haverford College 

Prof. Sidney C. Sufrin, Syracuse University 

Prof. Albion G. Taylor, College of William and Mary 

Prof. John G. Turnbull, University of Minnesota 

Prof. Dale Yoder, University of Minnesota 


Marcu 24, 1958. 

The Cuarrman. What legislation do you favor ? 

I was not here during your statement. 

Mr. Lester. Mr. Chairman, I favor the type of legislation em- 
bodied in S. 3244. I want to make clear that I do not favor a number 
of the details in S. 3244 

I do favor the two ideas i in S. 3244, the idea for reinsurance and 
the idea for some kind of minimum Federal benefit standards which 
the State laws should meet but I think I would agree that the stand- 
ards, a number of the standards in S. 244 are tight and some of them 
are unnecessary. 

The Cuarrman. Is that the Kennedy bill? 

Mr. Lester. That is right; that is the Kennedy-McC arthy bill. 

In conclusion, it appears to me that there will be a fairly long 
yeriod of time that workers in steel, autos, nonferrous metals, and 
Ske machinery, various kinds of business equipment, will be unem- 
ployed. 

The drop in our employment in those lines was very severe in 
December, and although the exhaustion rate is not so high for the 
first quarter of this year, in New Jersey, it has jumped from an 
average of 2,300 a week in the first quarter to 3,300 a week for the 
month of April. 

And it will be true, I think, that the exhaustions of these people 
who are regularly employ ed in steel, autos, and other heavy industry 
will begin to show up particularly this month and next month. 

Many have been out of employment since November or December 
and with not much prospect of reemployment in these particular in- 
dustries on any large scale until the fall. 

The Federal Reserve Board has just reported that its index of indus- 
trial production fell 2 more points from March to April, which was 
the eighth consecutive month of decline, and it is down now to 126 
from a peak of 146 for December of 1956. 

In other words, it is down 14 percent, and in answer, in partial 
answer to some of the questions that were raised by the previous wit- 
nesses, in April, 1.9 million unemployed had been jobless in this 
country for 15 weeks or longer. 

That is all unemployed ; it does not confine it to covere d employment. 
The latest census figures show 1.9 million unemployed jobless had 
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been out of work for 15 weeks or. longer and this was a very sharp 
increase in that category since Dec ember. 

Some 1.6 million fewer jobs exist now in manufacturing in this 
country than existed a year ago. 

I should think that with the wisdom in this committee, you could 
come up W ith a much better bill than the one passed by the House; and 
in your search for a constructive approach, I respectfully suggest that 
you consider seriously the two main provisions of the Kennedy bill; 
namely, reinsurance and some kind of Federal minimum standards. 

The Cuarrman. Thank you, Mr. Lester. 

Are there any questions / 

Senator Dove.as. Mr. Lester, I appreciate your statement very 
much. ‘There is one point I would be grateful if you would develop 
in more detail. 

At previous sessions of this committee I have tried to emphasize 
what seemed to me to be true; namely, that separate State action 
under the existing laws in increasing benefits or extending duration 
will tend to put the employers of that State at a competitive disad- 
vantage with the employers of other States which do not so act, and 
that hence it is very difficult to raise standards State by State. 

I wonder if your experience in New Jersey bears that out. 

Mr. Lester. Well, Senator, we have this advisory council which 
consists of not only public members but employer and labor repre- 
sentatives and each year we hold hearings in advance of making ree- 
ommendations, and although the employers recognize the problem, 
normally the Chamber of “Commerce of New Jersey and the New 
Jersey Manufacturers Association do not come in with any proposals 
with increases in benefits. 

They come with proposals for tightening up the law and some for 
those proposals we have agreed with and made recommendations in 
connection therewith. 

But we have now in our legislature—our legislature has passed 
three acts. The senate, which is Republican, has passed an act extend- 
ing the duration of benefits one-third. 

The Assembly has passed 2 acts, 1 the act recommended by the 
Government which raises the tax base from $,3000 to $3,600, which 
tightens up the law, and reduces the amounts that would be paid out 
in partial benefits, provides for no benefits during certain periods of 
pregnancy, and tightens the law in other ways, and it is assumed that 
the income and savings under that law would just about balance the 
added cost of benefits resulting from extending benefits to a maximum 
of 30 weeks and raising-the maximum weekly benefits to $40 this year 
and making the maximum a sliding scale of 50 percent of average 
weekly wages, taking effect the year after. It was assumed that law, 
because the taxes would increase so much, would not cost the State 
fund this year anything on net balance. 

There is another temporary bill which was passed by the Assembly, 
which would extend benefits to 39 weeks for everyone, at roughly $43 
a week, and it is estimated that bill would cost us about $60 million 
more a yeal 

Now in connection with the consideration of any legislation the 
Governor’s office and the legislators, but [ am partic ularly acquainted 
with the Governor's office, the Governor’s office literally has received 
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from the manufacturers in New Jersey drawers full of letters object- 
ing to any increase in the tax rate and benefits in New Jersey. 

Just the volume of correspondence to answer those letters is some- 
thing. 

Senator Dovetas. Is it your feeling, therefore, that if H. R. 12065 
is passed when the State ‘legislatures convene the State legislatures 
will be reluctant to elect to borrow the money because ultimately this 
will mean a higher tax burden upon their employers ¢ 

Mr. Lesrer. I think if a special session would be called, Senator, 
they would be under considerable pressure to take some kind of action 
in some States. 

IT am sure that the State of New Jersey, the legislature, which is 
in regular session now and is pretty much in regular sessions, it is 
one of the few States which is in regular session throughout the year— 
I am sure that there is a great deal of pressure on our State legislature 
to extend benefits but I am sure also as I have indicated there is terrific 
pressure by the employers to prevent that extension because it will 
mean—they can read the figures as well as I can, when you are pay ing 
out benefits the first 4 months of this year at the rate of 5.2 percent 
of payroll, they can read those figures as well as I can as to what is 
going to happen to industry in New Jersey with respect to this par- 
ticular tax, 

We have already had some employers, because we are in the process 
of having to levy other taxes to finance State government, we have 
already had employers threatening to leave New Jer sey and one of 
our biggest employers, Johnson & Johnson, whose headquarters are 
in New Jersey, has said he will not build any more plants in New 
Jersey because of the tax situation and that refers in part to this 
unemployment tax. 

The CHarrMan. Your tax is slightly in excess of the average, is it 
not ? 

Mr. Lester. The average last year was 1.3, our tax last year was 
1.7. 

Senator Doveras. Pardon me? 

Mr. Lester. I am sorry—it was 1.3 for the country as a whole—L.7 
for New Jersey and this year it will go up, it is estimated, 2.0 in New 
Jersey, but if we keep paying out at this rate, Senator, our tax rate 
will automatically go up under our law by another 0.3 percent as soon 
as our reserve falls below 7 percent of covered payroll on March 31 
of any year, and the tax rate goes up another 0.3 percent of covered 
payroll for all employers if our reserve on March 31 is under 4 percent 
of covered payroll. Then the tax minimum would be 0.9 and the 
maximum 3.3 percent. 

The Cuarrman. Do you think it would be better to have the Federal 
Government raise Federal taxes on everyone everywhere and furnish 
the money and save the State of New Jersey, or rather the employers 
of the State of New Jersey from an increase in their unemployment 
taxes to pay their own unemployed ? 

Mr. Lester. Senator, I would say that I do not propose to have the 
Federal Government pay but a portion of the abnormal amount of 
unemployment. 

My suggestion would be if our out-payments for benefits exceeded, 
say 2.7 percent of covered payroll, then the Federal Government 
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might share 50—50, all that amounted to over 2.7, because it does seem 
to me that the industry in New Jersey is not, the industrialists in New 
Jersey are certainly not personally responsible for the loss of em- 
ployment i in New Jersey. 

It is largely because although New Jersey industry is very well 
diversified, we have a fairly significant concentration of industry in 
durable goods. As I recall the figures, about 350,000 employees in New 
Jersey are in the metalworking industries, including automobiles, 
nonferrous metals, steel and machinery of various kinds. 

Now other industries in New Jersey, mainly the soft-goods lines 
which are no more affected in New Jersey than they are in Oklahoma 
or elsewhere, they, nevertheless, are going to have a relatively heavy 
tax in New Jersey 

They will have a tax that will be 2 or 3 times what it might be, 
say in your State of Virginia, and, in a sense, they are not responsible 
for that. They are penalized by the effect of the recession on other 
industries in the State. 

The Cuatrman. You think then it ought to be federalized ? 

Mr. Lester. No; I think the abnormal part of the burden ought to 
be shared by the Federal Government under reinsurance. 

The Cuamman. When does it become abnormal ¢ 

Mr. Lester. I would say when the outpayments in a State exceeded 
2.7 or 3 percent of payroll in that State, then, it seems to me, the State 
is in an abnormal situation, and there ought to be some sharing. 

The Crair MAN. Then do you think it ought to be paid out of the 
Federal Treasury ? 

Mr. Lester. Yes, but I would recoup it in the same way that you 
are recouping for the Reed bill and recouping this way under H. R. 
12065. 

I think you would have to do it in terms of the payroll tax. 

The Cuairman. Won't that ultimately fall back then on the States ? 

Mr. Lester. Yes; all of them. 

The CuHairman. That will fall back upon the employers of the 
State / 

Mr. Lester. That is right. 

The Cuairman. I just do not exactly follow your line of reasoning. 

Mr. Lester. What is that? 

The Cuairman. If it is going back to the States to be paid later, 
what is going to be accomplished under your proposal? I am not yet 
entirely familiar with the Kennedy bill. 

Does that provide for taking the funds out of the general fund of 
the Treasury or are you speaking of- 

Mr. Lester. It provides for reinsurance; yes. 

The Cuairman. Are you speaking of the Mills bill ? 

Mr. Lesrer. No; I am speaking of the Kennedy bill. It does pro- 
vide for reinsurance. But it does seem to me this is a national prob- 
lem, as I tried to explain earlier. 

I submitted some material, at your request, in connection with the 
questionnaire that this committee sent, out in February on “the 
financial condition of the United States”, and it does seem to me that 
if thereis any blame to be laid for this recession, it certainly is very 
difficult to liy it in proportion to the unemployment in the individual 
States. 
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The individual States have no control over monetary policy-— 

The Cuatmman. How do you define your line of demarcesl 
When does it cease to be a State problem and become a national 
problem ? 

Mr. Lester. Well, I suggested that it ought to be defined in terms 
of the abnormal amount of unemployment which I said would be, 
perhaps, in terms of the benefit outpayments in a State exceeding 3 
percent of covered payroll of 2.7 percent. 

I am not saying that the Federal Government should pay all that 
additional. I would still want to keep part of the responsibility on the 
States. 

The Cuamman. New Jersey has not exceeded 3 percent, has it? 

Mr. Lester. I said the first 4 months of this year we have been pay- 
ing out at the rate of 5.2 percent of payroll and I think you ought to 
quarter by quarter 

The Cuatrman. I am speaking of the tax end of it. 

What is the highest tax you pay—not the average ? 

Mr. Lester. The average tax last year was 1.7 percent and the 
highest rate 3 percent. 

The Cuatrman. Isthat what it is now ? 

Mr. Lester. This year it will average about 2 percent because it is 
iy up automatically for all employers. 

The Cuatrman. You think that three-tenths of 1 percent is going to 
keep New Jersey from holding its present industry or getting any new 
industries ? 

Mr. Lester. It is likely to go up further in another year. 

The Cuarrman. Aren't there other taxes in New Jersey that are 
more burdensome on the industrial people than this particular tax ? 

Is the complaint entirely on this tax going up? 

Mr. Lester. No, it is not. 

The Cuarrman. Is this the only tax involved ? 

Mr. Lester. No, it is a whole group of taxes. 

The Cuarrman. It is the aggregate ? 

Mr. Lester. But this one is the one that can be compared with other 
States more readily than some of your other taxes can be. 

This one is really a very carefully compared tax because you have 
all the figures for all the other States quarter by quarter. 

The Cuairman. You think there ought to be uniformity then? 

Mr. Lester. No, Senator, I don’t think there ought to be uniform- 
ity. I think there ought to be sharing: 

The CHarman. I do not exactly understand when you propose 
that the Federal Government take over. 

Mr. Lester. I am not proposing for the Federal Government to 
take over anything except a share of the abnormal outpayments. 

The CuatrmMAn. Could you furnish a memorandum showing exactly 
what share, when it stops and so forth ? 

You say it shared ? 

Mr. Lester. I would be pleased to. 








A PROPOSAL FOR REINSURANCE IN UNEMPLOYMENT COMPENSATION To PROVIDE 
NATIONAL SHARING OF EXCESSIVE BENEFIT DRAINS 


The present Federal-State system of unemployment compensation is deficient 
in that it has no national support for a State whose industry is hard hit by 
national recessions or depressions, except for the Reed loan fund which does not 
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relieve the State of any of the excessive burden. Experience clearly indicates 
that the impact of business downswings differs widely among States. 

Reinsurance is an arrangement for providing partial protection or sharing of 
abnormal risk whose incidence is heavily concentrated on certain segments of 
the insured area. A national reinsurance arrangement would help to spread 
the burden of excessive compensation costs. It would mean the establishment 
ef a national fund to afford support in time of economic slump to States that 
may experience an undue or extraordinary total of claims or outpayments. 

The plan of reinsurance here suggested is based on an outflow concept. It 
would provide partial reimbursement to a State in which total benefit payments 
in any calendar quarter exceeded a certain percentage of covered payroll subject 
to the Federal unemployment tax. 

It is proposed that (1) where a State’s benefit total paid out in any calendar 
quarter amounted to no more than 2.7 percent of such covered payroll, the State 
would not be eligible to receive any reinsurance payment or reimbursement 
from the national reinsurance fund; (2) where a State’s total benefit outpay- 
ments in a quarter exceed 2.7 percent of covered payroll, the State would receive 
a reinsurance reimbursement of one-half of the excess above 2.7 percent; and 
(3) for any excess of total benefit payments above 4 percent of covered payroll, 
the State would receive a reinsurance reimbursement of three-quarters of the 
excess above 4 percent. 

This program has the coinsurance safeguard that the State financially shares 
part of the cost of excessive outpayments and the full cost up to an abnormal 
amount. If any additional safeguards seem desirable, the plan could provide 
that State benefits in excess of a weekly maximum of two-thirds of average 
weekly wages in covered employment in the State or in excess of a maximum 
duration of 39 weeks would be excluded from eligibility for reinsurance reim- 
bursement. 

An actuarial study would be required to determine the long-run cost of this 
reinsurance proposal. It could be financed, at least in part, from the excess of 
the Federal unemployment tax receipts over the cost of administration for 
unemployment compensation and the employment service (both State and Fed- 
eral administrative costs), which excess is now returned to the States in the 
form of so-called Reed bill moneys. If necessary, the Federal unemployment 
tax, which is 0.3 percent of covered payrolls with the remainder of 2.7 percent 
fully offset by State taxes, could be raised the minor amount that might be 
required to cover the liabilities of the reinsurance program. 

The CHarrman. But a share of what, you do not say what the 
share is. 

Mr. Lester. A share of the cost of benefit payments that amount 
to more than 2.7 or 3 percent of payroll in any quarter in a State. 

The CuairmMan. Has that point been reached now ? 

Mr. Lester. In my State it is almost double that. 

The CHarrMan. Lam speaking of the taxation end of it. 

Mr. Lesrer. I think you ought to do it in terms of outpayments 

s 5S J 
because, as I have already explained, Senator, we are 1 of the 2 States 
that has employee contributions and from the time this program went 
into effect until the present time employees in New Jersey have paid 
$320 million into the fund. 

We are 1 of the 2 States that have employee contributions and I 
helped put that in our law because we wanted to make sure that the 
law was financially sound. 

That is not taken into account in the figures on the employer. That 
is in addition to what the employer pays. We levy an employee 
contribution. 

The CaarrmaNn. Well, you had $439 million on hand in rough figures 
December 31 and on March 31 you had $397 million ? 

Mr. Lester. That is right. 

The CHairMAN. You lost $46 million in 3 months ? 

Mr. Lester. That is right. 
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The Cuarrman. Is that a serious depletion of your balance? 

Mr. Lester. Senator, before I believe you came in, I gave some 
figures that the division in the State estimated that over this year, 
assuming some upturn late in the year, they estimated that we would 
have a net deficit of about $125 million. 

The CuatrmMaNn. You would not have a net deficit, would you ? 

Mr. Lester. For the year, yes. The income 

The Cuamman. You mean you are going to expend this $397 million 
you have on hand ? 

Mr. Lester. There would be that much net drawn out of the reserve 
but our employer taxes automatically go up as the reserve goes down 
in terms of percent of covered payroll. 

The CuairmaNn. It is not a deficit as long as you have a reserve? 

Mr. Lester. But our taxes automatically go up as that reserve fund 
goes down. 

When it went be low 10 percent of covered payroll we put on a uni- 
form addition of 0.3 percent of payroll on all employees. 

The CuHairman. What do you mean by having a deficit 

Mr. Lesrer. A deficit in terms of the outpayments relative to the 
income, and, of course, as the fund goes down, our interest income 
falls down. 

We get about $11 million a year interest income. 

The Cuairman. Are there any further questions / 

Senator Doucias. There is just one question. I would like to ask 
the witness to comment on this point. 

Is this provision which exists in New Jersey that as the reserve 
falls the current assessments upon employers increase; is that a 
common provision in the State laws ? 

Do you know ¢ 

Mr. Lester. I do not know whether many other States have our 
arrangement but most of them have some tax increase when the State 
fund is low. We put it in in order to make our State law fairly safe, 
and, of course, it really is—the whole thing works backward because 
what you do is add to the employers tax in the time when he is least 
able to meet it. It works out wrong cyclically because in a recession, 
his tax tends to go up. 

Senator Doueias. I see. Well, I want to express my appreciation 
to Dr. Lester for his testimony, Mr. Chairman. 

The Cuairman. Thank you, Dr. Lester. 

Mr. Lesrer. Thank you, sir. 

The CuatrMan. We will adjourn until 10 o'clock tomorrow morning. 

Senator Doveras. Mr. Chairman, before the next witness takes 
the stand, may I make a further report on the replies which I have 
had from governors ¢ 

I received letters or telegrams from four additional governors 
since I reported yesterday, namely, the Governors of Oklahoma, 
Rhode Island, Michigan, and Minnesota. 

The Governors of Oklahoma and Rhode Island say that in their 
judgment they would not be able to act by themselves to accept H. R. 
12065, and that action by the legislature would be nec essary. 

The Governor of Rhode Island adds that probably it would require 
not merely action by the legislature but approval by popular refer- 
endum. 
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The Governors of Michigan and Minnesota are in doubt as to whether 
or not they could accept without additional State legislation. 

So this makes the complete box score to date that only 2 States, 
the Governors of only 2 States indicate that they can, under H. R. 
12065, make such an agreement without new State ened ation. 

The Governors of 22 States say that new legislation is probably 
required. Governors of 4 States say that constitutional changes may 
be necessary, and in 5 States the officials are in doubt. 

I ask unanimous consent that there may be printed at the end of the 
testimony for today the replies by these governors and I would like 

yermission to read a passage from the memorandum of Gov. Dennis 
Roberts to me in which he says: 


With regard to bill H. R. 12065 passed by the House of Representatives on 
May 1, 1958, this bill in its present form could compound Rhode Island diffi- 
eulties rather than solve them. Rhode Island unemployment reserves are 
not in a strong enough position to permit repayment of loans necessitated by 
the present unemployments needs. 

Moreover Rhode Island employers are already paying a maximum tax rate 
of 2.7 percent. In addition employer taxes to repay a loan would place Rhode 
Island industry at a competitive disadvantage. 

This would be grossly unfair in view of the fact that these additional costs 
are created by national economic conditions which should be a national rather 
than a local responsibility. 


And if I may read a passage from his final paragraph : 
| 


To sum up there is still a question as to whether Rhode Island would be in 
position to accept Federal loans for this purpose. Rhode Island’s reserve position 
is such that a loan of this character would almost certainly impose eventual 
additional taxes on employers already paying the maximum rate because of the 
economic transition which the State has been experiencing, and the resultant 
high average level of unemployment. The only sound solution for Rhode Island, 
and the only way to avoid adding further burdens to already distressed areas, 
would be to provide outright Federal grants for extension of unemployment 
benefits. 


Mr. Chairman, I ask further permission that in the transcript of 
the record of the first day’s hearings in my colloquy with the Secretary 
of Labor on page 54 of the typewritten transcript that I may be per- 
mitted to insert the following statement: ; 

(Senator Douglas later submitted for the record the following 
additional information: that as shown in the full text of his teleoram 
to the governors he advised the governors : 


Iam sending by airmail copy of the bill itself, H. R. 12065, 


and also that copies of H. R. 12065 were in fact sent by airmail to all 
the governors on May (, 1958. ) 

This is to deal with the contention of the Secretary of Labor that 
I had worded my telegram in such a way that they did not know 
what they were responding to, and to indicate that I sent a copy of the 
bill to them and the *y therefore should have been informed at the time 
of reply. 

The Cyatrman. Did the Senator make that statement when the 
Secretary of Labor quest ioned the-—— 

Senator Doveias. This was during the colloquy with the Secret: ry 
of Labor, when I had read my telegr: am to the governors. I omitted 
in my reply to him the fact that in that telegram I mentioned that I 
Was sending a copy of the bill to them by airmail, and I am asking 
permission “that this be—that that section of my telegram, the full 
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text of which is already in the record, be—inserted within parentheses 
to indicate that it was later submittted by me although not stated at 
the time. 


The Cuarrman. Did the original telegram cite the bill? 
Senator Dovenas. Yes; it did, sir. 


The quotation which I gave was from the original telegram. 


‘ Ln Cuarrman. And the original telegram has been inserted in 
u 


Senator Dova.as. Yes, sir. 


The Cuarrman. Without objection the insertion will be made. 
(The additional telegrams referred to are as follows :) 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
EXECUTIVE CHAMBER, 


Providence, May 13, 1958. 
Hon. Paut DouG.as, 


United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: I am enclosing a short statement in reply to your recent tele- 
gram which requested information on the State’s authority to accept Federal 
funds for temporary additional duration of unemployment compensation. 

I am also attaching herewith a copy of an opinion of the attorney general for 
the State of Rhode Island which deals specifically with this question. I hope 
that this information will be useful to you. 

With kind personal regards, I am, 

Sincerely yours, 
DENNIS J. ROBERTS, 
Governor. 


STATEMENT OF Gov. DENNIS J. ROBERTS ON THE NEED FOR FEDERAL Arp To EXTEND 
THE DURATION OF EMPLOYMENT SECURITY BENEFITS, MAY 13, 1958 


Rhode Island unemployed workers greatly need extension of the duration of 
unemployment compensation. In the first quarter of this year, 7,200 exhausted 
their unemployment benefits, and in the month of April alone there were an 
additional 3,400 benefit exhaustions. The need for action is thus growing pro- 
gressively greater. 

The current recession, and the resulting unemployment crisis, emphasizes 
again that unemployment is a national problem, calling for prompt and adequate 
Federal action. It also plainly demonstrates the need for strengthening the 
system of unemployment compensation by better Federal minimum standards, 
and more fiexible, fair, and realistic provisions for financing. 

With regard to bill H. R. 12065, passed by the House of Representatives on 
May 1, 1958, this bill in its present form could compound Rhode Island’s diffi- 
culties, rather than solving them. Rhode Island’s unemployment reserves are 
not in a strong enough position to permit repayment of loans necessitated by 
the present unemployment needs. Moreover, Rhode Island employers are already 
paying the maximum tax rate of 2.7 percent, and additional employer taxes to 
repay a loan would place Rhode Island industry at a competitive disadvantage. 
This would be grossly unfair in view of the fact that these additional costs are 
created by national economic conditions, which should be a national rather than 
a local responsibility. 

According to a recent opinion of the State attorney general, Rhode Island’s 
constitution prohibits incurring repayable obligations in excess of $50,000 with- 
out approval by a popular referendum. Thus special legislation and approval 
by referendum would be needed to permit Rhode Island to accept a loan such as 
that provided for in H. R. 12065. 

Fortunately, the Rhode Island General Assembly is now in session and I have 
had the necessary legislation introduced to permit borrowing of up to $10 million 
for emergency extension of unemployment benefits. However, I cannot say at 
this time what the prospects are for passage of this legislation, and in any case 
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there is the necessity for a referendum, which would be held in June if the leg- 
islation is passed in its present form. 

To sum up, there is still a question as to whether Rhode Island will be in a 
position to accept Federal loans for this purpose. Rhode Island’s reserve posi- 
tion is such that a loan of this character would almost certainly impose eventual 
additional taxes on employers already paying the maximum rate because of the 
economic transition which the State has been experiencing, and the resultant 
high average level of unemployment. The only sound solution for Rhode Island, 
and the only way to avoid adding further burdens to already distressed areas, 
would be to provide outright Federal grants for extension of unemployment 
benefits. 


(Notre.—This opinion relates to earlier bills, not H. R. 12065.) 


STATE OF RHODE ISLAND, 
DEPARTMENT OF THE ATTORNEY GENERAL, 
Providence, April 8, 1958. 
THOMAS H. BRIDE, 
Director, Department of Employment Security, 
State of Rhode Island and Providence Plantations, 
Providence 8, R. I. 


DeaR Mr. Brive: His Excellency, the Governor, has transmitted to this office 
the request for an opinion contained in your letter of March 27, 1958, together 
with a copy of a bill introduced in Congress. You seek the opinion of the attorney 
general as to the propriety of the Department of Employment Security entering 
into an agreement with the Secretary of Labor of the United States pursuant 
to the proposed act of Congress making appropriations for the payment of 
temporary additional unemployment compensation. ; 

An examination of the bill submitted indicates that the proposed legislation 
authorizes the Secretary of Labor to enter into an agreement with a State or 
with the agency administering the unemployment compensation law of the State, 
by which the State or theagency will, in‘cooperation with the Secretary of Labor, 
and as agent of the United States make payments of teemporary additional 
unemployment compensation on the basis provided in the act of Congress. The 
bill further provides that if no such agreement is entered into by the State or 
the State agency, the Secretary of Labor may enter into an agreement with any 
Federal agency to carry out the provisions of the temporary additional unem- 
ployment compensation act within such State. Under the proposed congressional 
act the United States will turn over moneys to the State either by way of advance 
or reimbursement for the payment of such additional unemployment com- 
pensation. 

Your question apparently arises because the provisions of title I, section IIT, 
of the bill provides for adjustment in the credits allowed to taxpayers with 
respect to wages attributable to the State for the taxable years beginning January 
1, 1963, in the same manner as provided by section 3302 (c) (2) of the Federal 
Unemployment Tax Act (the Reed bill, so-called) concerning which we rendered 
an opinion on December 8, 1954. In that opinion we advised you that the 
provisions of the Reed bill could not be accepted in this State because of serious 
doubts as to the constitutionality of the acceptance of advances by this State. 
The basis of our opinion was that since the Reed bill was calculated to bring 
about eventual reimbursement to the Federal fund out of the State’s account, 
it created a State debt without consent of the people upon use of an advance 
by the State. 

The proposed temporary additional unemployment compensation act does not 
subject the State to any obligation to repay the funds advanced, and accordingly 
the bill is clearly distinguishable from the Reed bill which conflicted with the 
constitutional prohibition against incurring obligations on the part of the State 
without the express consent of the people. 

We know of no constitutional impediment to the State accepting the provisions 
of the temporary additional unemployment compensation bill and entering into 
an agreement with the Secretary of Labor in pursuance of its terms. We further 
advise you that it is our opinion that the department of employment security 
has the power and authority to enter into such an agreement. The provisions 
of title 28, chapter 42, section 28 of the General Laws of Rhode Island, 1956, 
provide for payment into the employment security administration account of all 
Federal money allotted or apportioned to the State by the Federal Social Security 
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Administration. Section 42 of said chapter designates the director of employ- 
ment security as the agent of this State to cooperate with the appropriate agencies 
and departments of a Federal Government with relation to the payments of 
unemploymen compensation and specifically authorizes the director “to enter 
into any agreement with such agency or department, relative to the administration 
of such laws in this State, and to accept any sums of money, pursuant to such 
agreements, and to accept any sums of money allotted or appropriated to the 
director or to this State for such administration.” 
Respectfully submitted. 
J. JOSEPH NUGENT, 
Attorney General. 


STATE OF MICHIGAN, 
Lansing, May 9, 1958, 
Hon. Paut H. DouGLas, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR DovueLtas: Thank you for your telegram of May 7 requesting my 
views on H. R. 12065 as it passed the House of Representatives. 

The question of whether or not this legislation could be utilized in Michigan 
to extend unemployment compensation benefits, without legislative authoriza- 
tion, is complex. The staff of the Michigan Employment Security Commission 
is of the opinion that existing Michigan law empowers them to enter into a 
contract with the Federal Government, without further State legislative action. 

However, because of a specific provision in Michigan law, there is some doubt 
as to their ability to enter a contract requiring them to pay benefits beyond the 
duration limit of 26 weeks now specified in Michigan law. There is a definite 
possibility that legislative sanction would be necessary before they could enter 
such an agreement. 

Michigan is fortunate in that its legislature is still in session. Legislation is 
now being drafted which will enable us to take advantage of whatever Federal 
legislation is enacted. There will be no need to call a special session of the 
Michigan Legislature, if proper action is taken before it adjourns its session now 
in existence. 

For the record, though, I should like to express my disapproval of the provisions 
of H. R. 12065, as it passed the House. I believe that the section requiring the 
States to repay the money advanced by the Federal Government is unsound, and 
will impose an undue burden on employers, since the repayment funds will have 
to eventually be raised from an increased tax on employers. 

It is my understanding that, prior to the enactment of the Reed bill in 1953, 
funds in excess of $900 million were taken from the Federal employment security 
fund and turned over to the general fund of the Federal Treasury. This $900 
million represented excess taxes collected from employers under the Federal 
unemployment compensation tax laws. This money was extracted from the em- 
ployers for a specific purpose, unemployment insurance, and should have either 
been used for that or an allied purpose. Certainly the emergency extension of 
unemployment insurance benefits contemplated by H. R. 12065 represents such a 
purpose. 

Instead, this money was turned over to the general fund. And now H. R. 12065 
proposes to impose an additional tax upon employers to finance its provisions. 
I firmly believe that the Federal Government has an obligation to finance any 
emergency extension of benefits with Federal funds, and should not enact legisla- 
tion requiring State repayment. 

Secondly, I believe the House made a mistake when it eliminated title IT from 
H. R. 12065, leaving the problem of the uncovered worker unsolved. I would 
urge that legislation be enacted providing for the purposes of title II or providing 
for Federal participation in the general assistance programs of the States. I 
believe that such a program would be consistent not only with traditional Ameri- 
ean fairness, but would also be consistent with a sound program of economic 
recovery. 

It is my hope that this letter answers your requirements. If I can be of further 
assistance, plase call upon me. I know I speak for the citizens of Michigan 
when I pledge you our support in your efforts to enact an equitable and effective 
program of relief for the unemployed. 

Sincerely, 
G. MENNEN WILLIAMS, 


Governor. 
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St. PauL, MInn., May 14, 1958. 
Hon. Paut H. DovuG.as, 
United States Senate, Washington, D. C.: 

In the absence of a definitive opinion for the attorney general, I must answer 
your wire re H. R. 12065 by stating that our best legal advice indicates that it 
is doubtful whether the provision of that bill could be of benefit in Minnesota 
without State legislative action, which would necessitate a special session of 
the legislature, a procedure that is both costly and uncertain as to results. 
Therefore I urge as strongly as possible that you work to amend the bill so 
that unemployment can be extended without State action. 

ORVILLE L. FREEMAN, 
Governor of Minnesota. 


OKLAHOMA City, OKLA., May 13, 1958. 
Hon. Paut H. Doveras, 
United States Senate, Washington, D.C.: 

In reply to your telegram requesting information H. R. 12065 unemployment 
compensation as passed by House, please be advised this bill is completely use- 
less in giving aid to the unemployed of Oklahoma who have exceeded our bene- 
fits under the law. It would take action by our State legislature which meets 
in January of next year. The repayment provisions are the lethal parts. The 
Oklahoma congressional delegation is well informed on our State laws and 
should be able to advise further with you on this important matter. 

With kind regards, 
RAYMOND GarRy, Governor of Oklahoma. 


The Cuamrman. We will adjourn the hearing until 10:10 o'clock 


tomorrow. 

(By direction of the chairman the following is made a part of the 

record :) 
GRAND RaApips, MIcH., May 6, 1958. 
ELIZABETH SPRINGER, 
Chief Clerk, Finance Committee, 
Senate Office Building, Washington, D. C.: 

The Employers Association of Grand Rapids, Mich., urges that the Senate 
Finance Committee hold hearings upon legislative proposals to extend through 
a Federal program the benefit period of State unemployment compensation bene- 
fits. Unemployment compensation programs are properly a State function and 
the States have reserve funds sufficient to extend benefits if the extension of 
benefits appears advisable. 

STANLEY BENFoRD, Erecutive Manager. 


COLORADO STATE CHAMBER OF COMMERCE, 
Denver, Colo., March 28, 1958. 
Hon. GORDON ALLOTT, 
Room 444, Senate Office Building, Washington, D.C.: 

Dear Gorpon: It is with grave concern that the Colorado State Chamber of 
Commerce has been studying the many proposals submitted advocating the use 
of Federal funds to supplement State unemployment compensation benefits. 

After considerable thought and discussion on the matter, we strongly desire to 
maintain Colorado's extremely favorable experience and position in the meeting 
of its unemployment problems and, therefore, we are in opposition to any pro- 
posed Federal legislation whereby Colorado’s trust fund might be raided or 
otherwise endangered. 

While much proposed Federal legislation is intended to serve only as a tem- 
porary measure to relieve the situation that exists in some parts of the country, 
we believe it, like many other temporary measures, will undoubtedly remain on 
the books long after the so-called “crisis’ ‘is past. 

We also believe that this matter is one to be left in the hands of each State 
to determine its needs and to handle its own problems. To place unemploy- 
ment compensation in the hands of the Federal Government is a further en- 
croachment upon State responsibility and control. 
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To consider Colorado and its present situation, we have found that the exhaus- 
tion of State benefits is not an emergency problem in Colorado. While claims 
have almost doubled between February 1957 and February 1958, the number of 
persons exhausting their benefits is quite low—398 in February of 1957 and 737 
in February of 1958. This 737 is certainly a small percentage of a total work 
force of 603,815, and a number which this State is thoroughly capable of caring 
for without running to the Federal Government. While law permits 26 weeks of 
benefits, the actual average duration of benefits being received in Colorado is 
under 12 weeks. 

Moreover, our present experience does not indicate a crisis calling for drastic 
Federal action. Most Colorado benefits are still payable from the interest on 
the invested $70 million trust fund. Federal supplementation is against the 
publie policy of the State of Colorado. This policy is that unemployment insur- 
ance should be extended for 26 weeks, but that welfare beyond that point should 
be accomplished on a needs and assistance basis. 

If the Federal Government determines that an emergency exists, a true relief 
program to cover all the unemployed should be set up, independent of State un- 
employment insurance programs. 

Realizing that possibly a few of the 48 States are in a precarious situation 
brought about by the lack of a stable or exhausted unemployment compensation 
program, we respectfully submit that those individual States be considered 
separately and apart from the remaining States whose unemployment situations 
are being adequately handled by the existing State programs of compensation 
and public assistance. 

The Colorado State Chamber of Commerce strongly urges your sincere con- 
sideration of the complete picture in the unemployment compensation proposals. 
We strongly urge that these matters be left in the capable hands of the in- 
dividual State administrators. We strongly urge that each State be allowed to 
study its own problems and arrive at its own solutions of how best the problem, 
if one exists in its State, can be met. 


Sincerely yours, 
A. WAYNE DENNY, President. 


S. S. Kresce Co., 
LEGAL DEPARTMENT, 
Detroit, Mich., May 7, 1958. 
Mrs. ErizARETH B. SPRINGER, 
Chief Clerk, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear Mrs. Sperrncer: Thank you for vour telegram of May 6, granting us 
permission to be heard on unemployment compensation bill, H. R. 12065, on 
Thursday, May 15. 

It is my understanding that the Michigan Employers’ Unemployment Compensa- 
tion Bureau. of which we are a member, has requested permission to testify 
on behalf of its membership with respect to this bill. The testimony will be 
presented by Frank E. Cooper, attorney. The statements made by Mr. Cooper 
are endorsed by the S. S. Kresge Co. and he will offer our views on the subject. 
This will conserve the time of vour committee. 

We ask that this letter be made a part of the record. 


Yours very truly, 
W. G. Watters, Secretary. 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
EXECUTIVE CHAMBER, 
Providence, May 7, 1958. 
Hon. THEODORE FRANCIS GREEN, 
United States Senate, Washington, D. C. 

Drar SENATOR: T have been advised by the Rhode Island Denartment of Em- 
ployment Security that they have reviewed the provisions of H. R. 12065. provid- 
ing temporary additional unemployment benefits, which has passed the House of 
Representatives. 

As vou know, outright Federal grants for this purpose would he the most 
heneficial for Rhode Island. H. R. 12065 provides that benefit costs would be 
reimbursed through an increase in the Federal unemploymeat tax commencing 
in 1963, if the State has not previously reimbursed the Federal Government, In 
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addition to the repayment of additional benefit costs, this bill also requires that 
the administrative costs would also be reimbursed. 

It is my feeling that it is not equitable for the States to assume the administra- 
tive costs for this program which they do not assume under the regular program. 

I thought I would send this comment along to you for your information when 
the bill is considered by the Senate. 

With kindest personal regards, I am, 

Sinecerely yours, 

DENNIS J. RoBerts, Governor. 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
May 7, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

DEAR MR, CHAIRMAN: It has recently come to my attention that greenhouse 
workers in Pennsylvania, as in the other 48 States, have been classified as 
agricultural workers and, on that basis, have been excluded from the unem- 
ployment-insurance program under the Federal Employment Tax Act. 

‘Like many other Senators, I feel that the current recession has dramatized 
the need for extending protection to as many of the employed as can feasibly be 
covered. Greenhouse workers, in my own State at any rate, could be more justi- 
fiably classified as retail workers than as agricultural workers. 

I realize the difficulties in administering unemployment insurance for certain 
type of farmworkers, but I feel that we can delimit ‘the group more sharply than 
is done under the present law. 

I hope that your committee will take this point of view into consideration when 
it looks into the problem. 

Sincerely, 
JOSEPH S. CLARK. 


Missour!I STATE CHAMBER OF COMMERCE, 
Jefferson City, Mo., May 9, 1958. 
Hon. Harry F.. Byron, 
Chairman, Senate Finance Committee, 
Washington, D.C. 

DEAR SENATOR ByrkpD: You are reported in the May 6, 1958, Wall Street Journal 
as wanting to get the answer to certain questions concerning the need for Federal 
legislation extending unemployment benefit duration. We would like to suggest 
the following answers to these questions, based on the situation as it appears in 
and from Missouri: 

1. Missouri does not need Federal funds to extend the duration of unemploy- 
ment benefits, and there is now provision in the Federal law for advances to 
States that may need them. Missouri’s unemployment reserve fund, which as 
of April 30, 1958, stood at $218,167,891.67, is in better shape to pay for any 
extension of benefits than is the Federal Treasury. There are automatic tax- 
rate-inerease provisions in the Missouri law which assure that the reserve will 
remain in sound condition. We understand that the funds of most other States 
are in a similarly sound condition. If there are States with inadequate reserve 
balances, there is now a provision in the Federal law under the Reed Act for 
advances to such States (Oregon has just recently borrowed $14 million under 
this program, but other States, apparently, have not needed to use it thus far). 

2. The exhaustion of unemployment benefits has not become serious enough 
to warrant the extension of the duration of benefits in Missouri, but, if it does 
become that serious, it should be done by State legislative action—not Federal. 

As was pointed out in a detailed statistical statement by the Missouri State 
chamber, which appears on pages 353-358 of the House Ways and Means Com- 
mittee hearing on extension of unemployment benefits, there have been at least 
five previous periods in Missouri when the number of claimants exhausting their 
benefits were greater than the current period. One reason for this is that 
Missouri increased its maximum duration just last year from 24 to 26 weeks 
which, after all, is a half a year. 
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The Missouri Legislature was in special session from February 3 to April 3 
this year, but Missouri Gov. James T. Blair, Jr., wisely decided that the unem- 
ployment situation in Missouri did not warrant asking the legislature to take 
any action. The Governor can, if necessary, however, call the legislature back 
into special session at any time State legislation is needed. 

3. We believe it would be a bad precedent and a violation of sound principle 
for Congress to pass any legislation relating to the duration of unemployment 
benefits, since this is properly a matter solely for State determination. Neverthe- 
less, H. R. 12065, as amended and passed by the House, is very much preferable 
to either the bill proposed by the President or the original Ways and Means 
Committee version of H. R. 12065 in that it does not do as much violence to State 
rights. In fact, if the political situation demands that Congress pass something, 
H. R. 12065, as amended and passed by the House, provides the best approach. 

In any case, the most important objective should be to avoid the type of Fed- 
eral standards proposed by the AFL-CIO and Senator Kennedy in S. 3244. 
While H. R. 12065 is a bad precedent and a step toward federalization of State 
unemployment benefit programs, these so-called standards being urged on the 
Senate Finance Committee provide for considerable federalization in themselves, 
They would result in the destruction of the sound insurance and experience 
rating tax principles incorporated in the State programs and substitute a dole 
which would be much worse than current public-assistance programs since it 
would not be based on need. 

We respectfully request that you file this letter with the Senate Finance Com- 
mittee for inclusion in the printed record of the hearings scheduled on H. R. 
12065 for May 13, 14, and 15. 

Sincerely yours, 
JOHN R. THOMPSON, 
Evrecutive Vice President. 


EMPIRE STATE CHAMBER OF COMMERCE, INC., 
Albany, N. Y., May 9, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D.C. 

DEAR SENATOR Byrpd: I know you will be interested in the position taken by 
the Empire State Chamber of Commerce on the question of extension of dura- 
tion of benefits for the unemployed. I would appreciate the following comments 
being made a part of the record of vour hearings : 

The Empire State Chamber of Commerce is a federation of approximately 
150 local chambers of commerce and statewide trade associations with an under- 
lving membership of more than 80,000 business firms. In addition to our organi- 
zation members, we have a large number of associate members which are busi- 
ness firms doing business in the State of New York. They represent a good 
cross section of business as to kind, size, and geographical location. 

At the outset, I should like to say that the Empire State Chamber of Com- 
merce is a member of the Council of State Chambers of Commerce and we in- 
dorse the testimony which has been made by the council and would like the reeord 
to so indicate. It seems to us, however, that this issue is of such itnportance 
that we should supplement the council’s testimony with that of ‘our own 
organization. 

The New York State Legislature has just completed its annual legislative 
session. In New York, as you may know, there is a standing joint legislative 
committee on unemployment insurance which conducts studies throughout the 
year in an effort to improve our own unemployment-insurance law. The New 
York Legislature had before it the question of extension of duration of benefits 
at this past session and has decided that at the present time New York State is 
not warranted in amending the State law to increase the period of duration be- 
yond 26 weeks. 

The Empire State Chamber of Commerce has opposed any extension of dura- 
tion in New York law for these two basic reasons. First, the information that 
we were able to obtain from the New York Division of Employment led us to the 
belief that exhaustions in New York State will not run any higher than thes 
have in other postwar recession years. Second, and even more important, we 
are convinced that the unemployment-insurance law should provide benefits 
for only a temporary period, to those unemployed through no fault of their own. 
We believe that this temporary period should not extend beyond 26 weeks. 
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Needless to say, we recognize that in some cases families will need financial 
help beyond the 26 weeks’ period, but because duration of benefits is not ex- 
tended does not mean that these families will go uncared for. For those who 
need supplemental help either while they are on unemployment insurance bene- 
fits or after they have exhausted their benefits, New York stands ready and will- 
jng in the form of general assistance, to make sure that these families do not 
suffer unnecessary hardships. To consider extending duration to one who has 
exhausted benefits whether there is need or not, with no relationship to weeks 
worked or taxes paid, destroys the objectives and standards which the New 
York Legislature has deemed app¥opriate to include in the law. Basically, it 
is our belief that the Federal Government should not superimpose Federal 
standards upon the States which, in our opinion, are competent to judge the 
needs of their own citizens. We strongly oppose any imposition of further 
Federal standards on State laws because we are convinced that this will be 
the first major step toward federalization of State programs. 

Although H. R. 12065, in our opinion, is the least objectionable of the various 
bills that have been considered at this session, we must in all candor oppose 
the passage of this bill also. 

Speaking for New York (and I am certain most other States are in the same 
position), it is not lack of funds which has caused the New York Legislature to 
question and reject extending duration; but the decision was made on entirely 
different grounds. At the present time, as you probably know, in New York the 
unemployment insurance fund amounts to roughly $1,800 million. For us to 
consider favorably the President’s proposals that New York be allowed to 
borrow from the Federal Government is something like the rich nephew borrow- 
ing from the poor uncle. To make available Federal funds out of general 
revenues in the face of the Federal Government’s present deficit financing in 
order to make those funds available to States which are in much better financial 
position than the Federal Government seems to us to be incongruous. As Sena- 
tor Byrd has already pointed out, the question of Federal Government’s lending 
funds to States which have ample reserves in their unemployment insurance 
trust funds needs serious consideration. 

In addition, in New York State as in many other States, State legislators 
must seriously consider whether it is desirable to grant a Federal bonus of 13 
weeks or some other number of weeks to those who exhaust their benefits with- 
out inquiring as to what this would mean in their particular area. For ex- 
ample, in New York State we have sizable seasonal hotel and canning industries. 
Many workers in these industries are employed for only 20 weeks and consist 
mainly of housewives and secondary breadwinners who work for the period 
necessary to qualify for unemployment insurance benefits and then draw them 
for the duration of the New York law. It does not seem to us that these workers 
should be given additional benefits without regard to payroll taxes which have 
been planned to meet unemployment insurance expenditures under the State law, 
or without regard to their actual needs. 

We are in full agreement that it is proper for the Federal Government to ex- 
tend some form of help to those States which find that they have a serious 
unemployment problem and find that they are unable to cope with the financing 
of those problems at the State level. Even in making this statement we must 
point out that in some instances the inability of States to cope with the problem 
results from lack of planning for the inevitable rainy day. 

We in New York have been challenged on many occasions by those who would 
like to see either less unemployment insurance taxes raised or argue that the 
fund in New York is too large. It is pleasant, however, to know that during 
a period of recession, New York’s unemployment insurance fund is among the 
strongest in the country. 

Sincerely yours, 
JOHN J. RopeEkts, Counsel. 


SOUTH CAROLINA TEXTILE MANUFACTURERS’ ASSOCIATION, 
Columbia, S. C., May 7, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

Dear SENATOR ByrpD: Our association, which represents approximately one- 
third of the Nation’s spinning, weaving, and finishing of textiles, strongly 
opposes any change insofar as South Carolina is concerned in the unemploy- 
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ment compensation program. We feel that if there are States which want ex- 
tended or enlarge benefits, it is up to these States to provide for themselves. 

In South Carolina we have an adequate reserve fund for our benefit program, 
and I can tell you honestly that our industry has been in recession for more than 
4 — during which we have maintained employment, despite the absence of 
profits. 

The South Carolina Legislature recently adjourned its annual session and 
there was not one single indication of any demand for changing the unemploy- 
ment compensation status quo. We feel that times should get much worse 
before any drastic changes are made in a pr@gram which already is very costly 
to employers. 

Knowing your sound position through the years for good government, we offer 
any assistance we can give in helping to control this situation. If you need 
witnesses from South Carolina at the hearings, we will be glad to provide them. 

Respectfully yours, 
JOHN K. CAUTHEN, 
Executive Vice President. 


SCHENECTADY CHAMBER OF COMMERCE, 
NATIONAL AFFAIRS COMMITTEE, 
Schenectady, N. Y., May 9, 1958. 
Hon. Harry FiLoop Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Byrp: It is our understanding that the Senate Finance Com- 
mittee will be considering next week the subject of extension of duration of unem- 
ployment benefits with particular attention to H. R. 12065. A continuing study 
of the subject of unemployment compensation over the years by our national 
affairs committee prompts us to respectfully request that you thoroughly con- 
sider factual information before recommending any Federal intrusion in the 
payment of unemployment benefits under State unemployment compensation 
laws. 

Based upon latest information released by the Bureau of Employment Security 
of the United States Department of Labor, State administrations have about 
$8 billion to their credit for the sole purpose of payment of unemployment bene- 
fits. Even on the basis of the benefit payments during the first 4 months of 
1958 there are probably only 4 States which could not go on paying benefits at 
the same rate of outgo for at least 2 years more. No legislation should be forced 
on all of the States because of this situation in four of the States. Your own 
State of Virginia could probably go on paying benefits at the recent rate for 
5 or 6 years more. 

Let’s take a look at the figures. In addition to the amounts available to the 
credit of each State, they may borrow from the Reed loan account of $200 mil- 
lion, set up by Congress for advances to the States in case of emergency require- 
ments. Alaska and Oregon are the only jurisdictions which have ever borrowed. 
Pennsylvania, Rhode Island, and Michigan, which do not currently have funds 
sufficient to pay benefits at the same rate for the next 2 years, could all continue 
payment of unemployment benefits at the recent rate for over a year. Even if 
the payments increased over the present level and these three States needed 
additional funds, they could obtain advances from the Reed loan account. 

All of the other State administrations have sufficient balances to meet a 
continuance of the present level of benefit payments for anywhere from 2 years 
to upward of 35 years. Consequently, there is no real necessity for action by 
this session of Congress. The payment experience in the rest of the year will be 
available to Congress next year—long before any nationwide emergency has 
occurred in the depletion of the amounts available to the various States. 

Over the years several times similar efforts to extend the duration of payments 
and in some instances the rate of benefits has not resulted in congressional 
action. All of those so-called emergencies have passed and the balance in the 
State funds have met all requirements. State legislatures should be left with 
the past responsibility of determining rates of benefits and duration of benefits 
even though such jurisdictions as Alaska and Oregon have encountered some 
difficulties because of overliberal legislation. 

The New York State Legislature which adjourned in March decided to raise 
the maximum benefit rate to $45, giving practically no consideration to an 
extension in duration. In a special session of the Connecticut Legislature, 
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effective April 16, 1958, a temporary extension in duration up to 13 weeks was 
enacted, dependent on the amount of benefit payments to the claimant in the 
benefit year immediately preceding the current benefit year. The Massachusetts 
Legislature is still in session. Special sessions of the Michigan and Maine Legis- 
latures have been called. Thus, State legislatures may meet their own particular 
problems without any help from Federal funds which the Federal Government 
would have to borrow. 

Straitjacket provisions enacted by Congress for the entire country would 
not take into consideration the local problems. It should be kept in mind that 
thousands of claimants in Pennsylvania who voluntarily quit have exhausted 
their benefits. Similarly, prior to a decision in the superior court of Pennsylvania 
last month thousands of pensioners, who were not out for lack of work, had 
collected unemployment benefits and had exhausted their benefit rights. In 
Pennslylvania, as in some other States, a claimant can again apply for benefits 
a year after he first claims and obtain a second round of benefits even though he 
may not have done a tap of work in the meantime. With an additional 13 weeks 
of benefits, many Pennsylvania claimants would collect total benefits exceeding 
100 percent of wages paid in the base period—which benefits are all income-tax 
free. Why compound the liberal policies from which the legislatures of such 
States as Pennsylvania and Michigan must extract themselves? 

A great deal has been published about the increasing number of claimants 
exhausting benefits. The records show that even in the first 6 months of 1950, 
the highest on record, some 1,248,000 claimants exhausted benefits. An estimate 
of exhaustions for the first 4 months of 1958 is 700,000, or less than some 
730,000 claimants who exhasted benefits in the first 3 months of 1950. 

In New York State, according to the New York State Advisory Council on 
Employment and Unemployment Insurance, 99,466 claimants exhausted their 
benefits in the first 3 months of 1950, while only 29,158 exhausted their benefits 
in the first 3 months of 1958. Even if the figures for the first 6 months of 1958 
should approach those of the first 6 months of 1950 that, of course, would be an 
even lower percent of the increased number of workers in 1957. The number of 
exhaustions is no doubt being overplayed. Certainly the percent of exhaustions 
should be in excess of the 2.3 percent in the first quarter of 1950, the previous 
maximum percent of covered employment, before any emergency can be justified. 

Although we can see no reason for taking any action in Congress at this 
session with respect to extended duration of benefits or straitjacket provisions 
covering the benefits to be paid by the various States when such a huge amount 
of funds is available to the States for payment of benefits in accordance with 
the judgment of their own legislatures, if some action is determined to be 
politically expedient, we suggest that the action be limited to the terms of H. R. 
12065, permitting the borrowing of funds for the extension of duration of 
unemployment benefits if a State so desires, but certainly not forcing a State to 
do anything which its State legislature does not consider necessary. 

Yours very truly, 
J. G. HopeGer, 
Chairman, National Affairs Committee. 


PENNSYLVAINA STATE CHAMBER OF COMMERCE, 
Harrisburg, May 9, 1958. 
Hon. Harry F. Byrp, 
Senate Office Building, Washington, D.C. 

Dear SENATOR Byrp: The Pennsylvania State Chamber of Commerce has been 
hesitant in taking a position on the controversial proposals to extend, by Federal 
law, the duration of unemployment-compensation payments, until it had carefully 
reviewed all aspects of the problem. 

That review having been carefully made and completed, the Pennsylvania 
State chamber believes that any Federal intervention in the State unemployment- 
compensation programs would result in the ultimate destruction of such programs. 

It sincerely opposes, therefore, the enactment of H. R. 12065, or any similar 
legislation. 

With deep appreciation for your long, faithful, and devoted services in the 
welfare of our Nation, I am, 

Sincerely, 
ARNOLD L. EpMonps, 
Erecutive Director. 
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ALASKA EMPLOYMENT SECURITY COMMISSION, 
Juneau, Alaska, May 7, 1958, 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D.C. 

Dear SENATOR Byrp: At their recent meeting in Fairbanks, the Alaska Em- 
ployment Security Commission made the following recommendations : 

“The Commission, having been aware of the unemployment problem in Alaska 
in the early fall of 1957, at that time took measures to explore all possible ave- 
nues for obtaining aid from the Federal Government, and now being concerned 
over the continued Alaska unemployment problem as well as the national emer- 
gency which has arisen, recommends first, that immediate measures for more 
construction of badly needed new roads, public building, and other public works 
be undertaken ; secondly, it also recommends that temporary additional benefits 
be granted. However, any additional expenditures over and above those author- 
ized by the Alaska act that are authorized or occasioned by Federal legislation 
should be met by the Federal appropriation.” 

Very truly yours, 
Rev. Geo. BorLeau, 8. J., Chairman. 


SHERMAN CHAMBER OF COMMERCE, 
Sherman, Texr., May 10, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR Byrp: For the board of directors of the Sherman Chamber of 
Commerce I attach herewith copy of resolution passed by this board with the 
recommendation that same be forwarded to you for your consideration. 

Respectfully yours, 
DEWAYNE Davis, Manager. 


FEDERAL INTERVENTION IN STATE UNEMPLOYMENT PROGRAMS 


Whereas the data furnished by the Bureau of Employment Security, United 
States Department of Labor, and by the United States Treasury Department 
show that the separate States are able to meet any present need for extension of 
unemployment compensation ; and 

Whereas the major danger of Federal intervention in any aspect of this pro- 
gram, which has previously been left to State control, is that it will lead to 
Federal usurpation of other phases of State authority in unemployment com- 
pensation: Now, therefore, be it 

Resolved, That the board of directors of Sherman Chamber of Commerce, 
meeting this 9th day of May 1958, does implore the members of the Senate 
Finance Committee where hearings on H. R. 11679 are now scheduled, not 
to bring out such a bill to the floor of the Senate; and be it further 

Resolved, That a copy of this resolution be incorporated in the minutes of the 
board, and that copies be sent to Senator Harry F. Byrd, chairman of the Senate 
Finance Committee, to Congressman Sam Rayburn, to Senator Lyndon Johnson 
and to Senator Ralph Yarborough. 

Respectfully submitted for board of directors, Sherman Chamber of Commerce, 
Sherman, Tex. 

W. S. Dorset, President. 

Attest: 

DEWAYNE Davis, Manager. 


WEsT VIRGINIA CHAMBER OF COMMERCE, 
Charleston, W. Va., May 10, 1958. 
Senator Harry F. Byrp, 
Senate Finance Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR ByrpD: Recognizing that time could not possibly be assigned to 
all those seeking to be heard on the several unemployment compensation measures 
now pending before the Senate Finance Committee, we request that this state- 
ment be presented to the committee and incorporated in the record of the 
hearings on these proposals. 
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We oppose these measures as a group and separately because the end result 
sought by the advocates of all these proposals is federalization of unemploy- 
ment compensation and destruction of the State systems of administration which 
have so clearly proved their worth. 

Let us first look at the relevant West Virginia statistics. The year 1957 
was the most prosperous in the history of the State. New alltime records were 
established in 13 of the 20 major segments of trade, production, and finance which 
are regularly surveyed as a means of measuring the trend of the State’s economy. 
Nonagricultural employment reached its peak of 513,900 in September of that 
most prosperous year. From this employment peak, the decline during the 6 
months following has been substantial, but by no means disastrous or catastrophic. 
Average nonagricultural employment for the first 3 months of the current calen- 
dar year has been 474,200 which compares to average employment of 493,767 
for the same months of prosperous 1957, a decline when fairly measured on the 
quarterly basis of only 4 percent in total employment including the workers 
covered by unemployment compensation as well as those not so covered. 

It is peculiarly pertinent to the proposals under consideration that on. Sep- 
tember 30, 1957, when employment reached its peak for that year, the surplus 
or balance in the West Virginia unemployment compensation fund was $67,071,254, 
and that on April 30, 1958, after 7 consecutive months of heavy drafts upon 
this fund, the surplus or balance remained at the relatively high level of 
$57,392,422. 

At this point we desire to emphasize a most significant fact, namely, that 
after 7 months’ experience with a relatively heavy unemployment load, this 
fund surplus remains a safe $7,392,422 above the $50 million mark where the 
so-called escalator provision of the West Virginia Unemployment Compensation 
Act begins to function and automatically replenishes the fund by increasing 
subscribers rates across the board. 

Authorities agree that even if present unemployment levels persist the point 
at which the escalator provision is brought into play will not be reached for 
at least 6 months, perhaps not before January 1, 1959. We, therefore, re- 
spectfully submit that no emergency exists or threatens which justified Federal 
intervention in or Federal aid to West Virginia. 

It is the settled view of all West Virginians who are fully informed in this 
field that unionists, fellow-traveling Socialists, and expedient politicians alike 
who for years have jointly sought the destruction of the State unemployment 
compensation systems are now making a concerted effort to use the present slump 
or recession as a means of establishing so-called Federal standards in the unem- 
ployment compensation acts of the 48 States. We sincerely hope you and the 
other members of the Senate Finance Committee will steadfastly resist this 
effort to destroy the State systems. 

While our statements above relate exclusively to the principle of State re- 
sponsibility for sustaining and administering an established and intimate govy- 
ernmental function, we desire to protest most vigorously also against the effort 
to make virtual relief agencies of the unemployment compensation departments 
of the 48 States, this as originally proposed in title II of H. R. 12065. In the 
event the hearings of the Senate Finance Committee should extend to this 
proposal we desire to be recorded as unqualifiedly opposed to legislation of that 
eharacter. In this respect we heartily endorse the majority views of the 
directors of State employment security agencies which are set out on pages 
7092-7094 of the Congressional Record for May 1, 1958. 

Respectfully yours, 
H. A. STANSBURY, Managing Director. 


Fanwoop, N. J., May 8, 1958. 
Hon. Harry F. Byrp, 
Senate Office Building, 
Washington, D.C. 

Sir: When hearings begin on the proposed Federal unemployment compensa- 
tion program—particularly as proposed in H. R. 12065, please register my per- 
sonal objection to Federal intervention in what is now and must be basically a 
State matter. 

From what I am given to understand, most of the States have satisfactory 
reserve funds at present and to add a Federal grant for purposes of paying 
unemployment compensation claims would not, in my opinion, create a single 
job except possibly with the State or Federal Government for administrative 
people to handle this increased burden. 
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Social insurance programs of this nature are, I repeat, are, a State problem, 
and the States have a tough time administering these plans as it is now. Also, 
if the proposed bill is passed by the Senate the Federal Government would have 
little control over how the money is spent since it would be up to the State to 
administer the increased benefits. We would have the phenomenon where in 
New Jersey, for example, an employee who quits without good cause or hag 
been discharged, would be awarded benefits which may be paid from a State 
loan, whereas in Illinois or other States, individuals in these categories would 
be denied benefits from the start. Lacking a uniform unemployment compensa- 
tion program among the States it goes without saying that some of the money 
involved would be misspent. At the same time the reason why each State hag 
its own program is that this is again a question of individual State need, 
economics, and enforcement. 

Please give my thoughts some consideration in your committee meetings 
scheduled to begin the 12th. 

Very truly yours, 
DONALD W. TOBIN. 


Swirt MANUFACTURING Co., 
Columbus, Ga., May 9, 1958. 
Hon. Harry F. Byrp, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Byxp: It is my understanding that in the very near future 
the Senate Finance Committee will begin consideration of H. R. 12065 having 
to do with the extension of unemployment compensation benefits. 

Frankly, we do not feel that any Federal legislation is necessary or even 
desirable at this time. We would much prefer that the Federal Government 
not interfere with the programs in the various States almost all of which are 
efficiently and effectively administering their programs. Our program here in 
Georgia is covered by adequate reserve funds and any interference in the pro- 
gram by the Federal Government would simply muddy up the water and be 
another case of the loss of some of our States rights. 

However, if it seems that for political reasons something must be done, I 
believe that the Herlong bill (H. R. 12065) is the least objectionable of all of the 
proposals that have been made. It preserves the integrity of our State program 
and is fairly well consistent with existing law covering the advancing of Federal 
funds to those States that need assistance. 

We hope very much that you will use all of your influence to either kill the 
entire idea or at least to pass the less objectionable Herlong bill. 

Sincerely yours, 
Pau K. McKenney, Jr. 


WALTON COTTON MILL Co., 
Monroe, Ga., May 9, 1958. 
Senator Harry F. Byrp, 
Washington, D. C. 


Dear SENATOR Byrp: It is our understanding that the Herlong bill which 
recently passed the House is being considered by your committee. The writer 
was very much interested in the Mills bill which would have taken the unem- 
ployment insurance out of the hands of the States and turned it over to the 
Federal Government, and we think the House of Representatives is greatly to 
be commended for having killed this undesirable piece of legislation. We 
think the Herlong bill is very much preferable to that which was originally 
proposed, though we still feel that no legislation is needed at this time. 

There seems to be a sentiment in this country that cost can be increased 
indefinitely if the date of payment is somewhat delayed. The majority of our 
citizens run their own affairs on this basis and seem content for the Federal 
Government to follow a bad example. However, it is our opinion that when 
payment is long delayed an expenditure is even more dangerous than if imme- 
diate payment is exacted, and the present legislation falls in that category. 
Therefore, we hope that any change of the unemployment laws will be killed 
by Congress but we feel that if it is necessary to enact some legislation the 
Herlong bill (H. R. 12065) is very much less objectionable especially to the 
people of the South who are trying to preserve some semblance of States rights. 
We sincerely hope that your own thinking is in accordance with these senti- 
ments. 
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Though I am from a different State I was educated in Virginia and have 
followed your career with a great deal of pleasure. Your contribution to our 
country through these changing times is probably beyond estimation and cer- 
tainly has been the equal of anyone in our Nation’s Capitol. 

Please accept the sincere thanks of one private citizen. 

Respectively yours, 
HenNrRY McD. TIcHENOR. 


GRANITEVILLE Co., 
Graniteville, 8S. C., May 9, 1958. 
Senator Harry F. Byrp, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR Byrp: This is an urgent suggestion that you oppose Senate bill 
$244 by Senator Kennedy of Massachusetts, with 16 coauthors, and House bill 
10570 by Representative McCarthy of Minnesota with 54 coauthors. The effect 
of these two identical bills would be to greatly increase federalization of State 
unemployment compensation. 

The bill would prohibit States from imposing the qualification requirement of 
more than 30 times weekly benefits, more than 114 times high quarter wages, 
or more than 20 weeks of employment, and also to pay benefits up to a maximum 
of 39 weeks to anyone satisfying these requirements. We feel sure that this would 
encourage “loafing” and also jeopardize the entire structure of the State’s em- 
ployment security law. 

The bill also proposes to set the average weekly wage within the State, based 
on earnings of all employees—not just the prior earnings of those claiming bene- 
fits. We are sure in our own minds this is socialistic and not democratic—the 
masses paying for the minority. 

The bill would also permit Federal grants to States to support unemployment 
benefits. After adopting the required increase in benefit schedules, a State could 
reduce employment taxes to a rate of 1.2 percent and still receive Federal grants. 
The present law permits employers to earn a possible rate of 0.25 percent of the 
taxable payroll. We are now paying in our Georgia plants a 0.25 percent rate 
and a 0.60 percent rate in our South Carolina plants. The passage of this bill 
would increase our unemployment compensation payroll tax rate in Georgia 
nearly 400 percent, and would exactly double our South Carolina tax rate. This 
would seem to us to be in direct conflict with the news report that the present 
administration is considering tax cuts to help stabilize the economy of the country. 

If these bills are approved, Federal grants would be three-fourths of the excess 
of benefits payable over 2 percent of the taxable payroll. We would like to call 
your attention to exhibit A, attached, from the Tennessee Manufacturers Asso- 
ciation dated September 1957, which shows for the year 1956 that only 1 of the 
13 Southern States listed on the exhibit was paying as much as 2 percent on 
its annual payroll (this report included all industries). This would mean that 
the entire cost of the additional benefits proposed would be charged directly to 
the States concerned. 

Exhibits B and C are also attached as a matter of information. These exhibits 
were made possible through the courtesy of the Georgia Department of Labor. 

In conclusion there is an old saying that history repeats itself and, in this 
instance, we would like to quote a statement made by Mr. Swint in a letter to 
President Eisenhower dated July 26, 1953, in regard to a proposal to change 
the Taft-Hartley law which also expresses our feeling toward these proposed 
bills. Mr. Swint said, “This bill would further serve to minimize rather than 
extend the individual freedom of our citizens and the strengthening of the State 
and local governments as against a central Federal authority accomplishments 
which would be in direct conflict with your expressed objectives as stated on 
humerous occasions.” 

We would like to call to your attention that there has been no demand in South 
Carolina for extended or enlarged benefits, that we have an adequate reserve 
fund to take care of our own needs, and that we think conditions today do not 
justify hasty and extravagant action in this connection. 

Abraham Lincoln’s tailor asked him on one oceasion how long his shirttail 
should be. Mr. Lincoln’s reply was, “It should cover the subject.” We feel that 
the present State employment security laws do this and do it well. 

We would appreciate you using every ounce of influence at your disposal in 
opposing this bill. 

With kind personal regards, 

Sincerely yours, 
S.C. THomas, Employment Manager. 
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TaBLE B.—Contribution rates at which Georgia textile mill employers paid their 
emeennennens taxves under the are dante sine for the year of 1956 


j 
Rate (percent) Number of | Percent of Number of | Percent of 
| mills |, allmifls | spindles | all spindles 


| 


8 6 | 365, 980 12.6 
15 < 666, 876 23.0 


19 cn. 740, 732 
9 6 | 247, 324 
10 . 6 | 178, 632 
3 , 15, 276 


9 


15 ‘ 550, 574 | 19. 
| 
-| 


si 365 
20.0 | 117, 936 | 


100. 0 2, 899, 676 | 100.0 





SUMMARY 


(a) Eight mills earned the lowest rate possible (0.25 percent), compared with 
only three mills that had earned this low rate a year ago. 

(b) Fifteen mills earned the second lowest rate (0.50 percent). This is a 
gain of 4 mills over last year 

(c) The majority of the Georgia mills (76 or 72.5 percent) and the major 
concentration of spindles (2,750,118 or 94.8 percent) fall within the first 6 low- 
est tax brackets (0.25 percent through 1.50 percent). 

(d) Twenty-one mills, compared with 22 a year ago, are paying UC taxes 
at the rate of 2.7 percent, having failed to earn reductions. Two of these mills, 
however, are new in Georgia and do not have sufficient employment history to 
earn a computation. 

CANTON COTTON MILLS, 
Canton, Ga., May 9, 1958. 


Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR Byrp: We have been following recently the comments attrib- 
uted to you in the newspapers and feel we would like to write you and state our 
position in this matter of unemployment compensation. 

We do not feel that we are in need of any legislation in this field at the 
moment. We do feel that present legislation when administered properly and 
in the spirit of the law will take care of the unemployment situation. There 
are some States who are not administering these laws carefully and naturally 
show quite a bad experience. We feel, however, that our State has a very good 
administrative department and that claims are weighed according to the spirit 
of the law. 

We further do not feel that the economic situation of our country would 
require any drastic legislation regarding unemployment compensation by the 
Federal Government at this time. We would much prefer that no legislation 
be passed at this session of Congress with regard to federalizing the unemploy- 
ment compensation law. However, we feel that the least obnoxious of these 
would be the Herlong bill (H. R. 12065) which was recently passed by the 
House. It preserves the integrity of the State administered system of unem- 
ployment compensation and is generally consistent under existing laws. It 
provides Federal assistance to those States who need and request such assist- 
ance. 

In a situation where a country’s manufacturing costs are higher than any 
other country in the world, even with our advanced technology, we need an 
entirely different type of legislation than the kind of legislation that is being 
considered in this particular instance. There are very, very few things in our 
country Which cannot be produced with less man-hours of work than other 
countries : however, due to the many taxes and the artificial conditions created 
by our Government, we find our economy in the throes of a recession. It is 
our humble opinion that we really need fewer laws and fewer controls over a 
great number of our operations. 
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AVERAGE WEEKLY JOB INSURANCE PAYMENT FOR TOTAL UNEMPLOYMENT 


UNEMPLOYMENT COMPENSATION 


UNDER STATE EMPLOYMENT SECURITY LAWS IN 1966 
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We ask that you will support our views concerning unemployment insurance, 
and we know from past experience that your feeling is the same as ours. 
Thank you for permitting us to express our thoughts to you, and we hope 
that your committee may see fit to bring a favorable report in regard to State- 
administered unemployment compensation. 
Very truly yours, 
Louis L. Jones, Jr., H 
President. 
eC 
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RIEGEL TEXTILE Corp., 
Trion, Ga., May 12, 1948. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D.C. 


DEAR Mr. Byrp: We understand that the Senate Finance Committee wil) begin 
hearings on H. R. 12065 tomorrow, May 13. Accordingly, we are writing to you 
to express our views on this vital issue. 

We have not felt, nor do we feel now, that any Federal legislation, changing 
or extending unemployment compensation benefits, is necessary or desirable. 
There must be a more practical and healthy solution to the unemployment prob- 
lem—a solution which would be lasting. 

As a whole, the States are administering the unemployment compensation 
program effectively and efficiently, and the administration of the system 
should be retained under State control. 

Covered employers will eventually pay the full cost of extended compensation, 
which can and will be disastrous to many companies. Many are fighting for 
their very existence. 

We object to federalization of the unemployment compensation system ; but if 
there is a determination to pass such legislation, then we feel that H. R. 12065 is 
the least objectionable of proposed bills. 

To be able to evaluate the impact of Federal unemployment compensation 
legislation, we are sure that you wanted as many expressions obtainable. Your 
conscientious consideration of the effeets on industry will be appreciated. 

Yours very truly, 
P. H. Davin, General Manager. 


Los ANGELES CHAMBER OF COMMERCE, 
Los Angeles, May 12, 1958. 
Hon. HArrY FLoop Byrn, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR ByrkpD: As an organization representing many employers of this 
area, the Los Angeles Chamber of Commerce is deeply concerned over attempts to 
authorize Federal intervention in local unemployment compensation plans. 

Several of the measures which have received consideration on the House side 
would make unemployment insurance nothing more than a relief dole and, as you 
know, the plan was set up not for that purpose at all, but to help unemployed 
workers bridge the gap between jobs. 

We agree with your published statements that the States are much better 
able to solve their own problems in this field. We much prefer to have these 
problems left up to the States where they can be solved in the light of conditions 
at home rather than to have the Federal Government intervene and usurp 
the fixing of standards and determination of length and amount of benefits. 
Our present plan gives incentive to the employer to stabilize his employment and 
incentive to the worker to find another job. These incentives are swept away 
under the more drastic proposals which have been considered. 

Actually, we prefer to have this field untouched by Federal legislation. If it is 
a question of having to accept something, for the sake of political considerations 
involved, we should prefer to see adoption of the Herlong amendment which 
passed the House of Representatives and at least gives the States the right to 
accept or reject financial assistance. 

Respectfully yours, 
GEORGE B, GoseE, President. 


IDAHO STATE CHAMBER OF COMMERCE, 
Boise, Idaho, May 12, 1958. 
Hon. Harry IF. BYRp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

DeAR SENATOR Byrp: In respect to the hearings on H. R. 12065, scheduled to 
commence before the Senate Finance Committee tomorrow, I have this day sent 
to you a telegram reading as follows: “The Idaho State Chamber of Commerce 
is opposed to any Federal law extending unemployment compensation benefits 
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since (a) need therefor does not exist and (b) such a law would weaken and 
otherwise damage sound existing Federal-State system, and increase Federal] 
debt without justification. Letter follows.” 

After careful examination of the hearings conducted by the House Committee 
on Ways and Means in this matter, we are convinced that no showing has been 
made to warrant Federal action in the area of unemployment compensation. 
In fact, this record establishes beyond question that should the Congress of the 
United States adopt legislation authorizing further Federal intervention into 
the field of unemployment compensation it would do so in the face of compelling 
facts demanding a forthright stand by the Congress against any Federal action 
on this subject at this time. 

Although we recognize that the record compiled by the House Committee is 
not controlling on your committee, we submit that the facts contained in that 
record must be accepted. Those facts demonstrate conclusively that any un- 
employment condition which existed at the time of the House committee hearings 
which might be properly characterized as serious was localized in scope and 
that these local points of unemployment were so widely scattered that a ‘Federal 
cure” would be completely out of order. Further, information as to unemploy- 
ment published since the House committee hearings were concluded indicates 
there has been a substantial upward trend in employment in many of the loeali- 
ties where a troublesome unemployment problem had developed. 

We submit that all facts today point up only one conclusion, namely, that a 
“need” for a Federal law to extend unemployment compensation benefits does 
not presently exist. 

Under the Federal-State unemployment compensation program as presently 
constituted, there is the sound principle that insurance against probable unem- 
ployment compensation needs of workers in each individual State must be 
kept in full force and effect. The amount of insurance and the benefits covered 
by it are matters tailored to meet the needs of each State based on its employ- 
ment experience and judged by its duly elected legislators. Any Federal inter- 
vention to extend benefits and to provide funds for this purpose must necessarily 
weaken this insurance principle. 

We doubt, of course, that the Congress would deliberately federalize the un- 
employment compensation program at this time as a substitute for the Federal- 
State system now in effect. Nevertheless, it must recognize that adoption of 
any proposal in line with H. R. 12065 would constitute a first and big step in that 
direction. That such a step would tend to weaken and otherwise damage the 
existing system is inescapable. 

One final point too frequently overlooked is that any new Federal expenditures 
in this area must bé made from borrowed funds. Deficit financing for proposed 
expenditures shown to be unnecessary can hardly be justified at this or any 
other time, no matter what the political climate may be. If no other reasons 
were present, the added debt feature of the proposal under consideration by 
your committee should compel it to disapprove H. R. 12065 and any similar pro- 
posals before it. 

It is requested that this letter be incorporated in and made a part of the record 
of hearings in this matter. 

Very truly yours, 
Eart W. Murpny, 
Secretary. 


EAGLE & PHENIX DIVISION, 
Columbus, Ga., May 9, 1958. 
Hon. Harry F’. Byrp, 
United States Senate, Washington, D. C. 

DEAR SENATOR Byrp: It is known that there will soon be a public hearing by 
the Senate Finance Committee, of which you are chairman, on the Herlong bill 
which extends unemployment compensation, but keeps administration of the 
unemployment compensation in the States. 

Even though business has been somewhat stifled in more recent months, and 
in the textile industry in particular for quite some time, I do not feel that ex- 
tended unemployment benefits is the answer or even a significant part of the 
answer toward reviving the economy. Once again we think this comes under 
the heading of “Artificial Stimulation” and the cost must be borne by someone, 
and in this case it would be additional expense for the industry that may be 
sick on account of curtailment for any number of reasons. 
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Practically speaking, I am opposed to any extended socialistic benefits and 
think that our future could best be guided by a trend back to basic economics 
and principles involved. The writer is most anxious to see the return of govern- 
ment to the States and localities rather than a furthered continuation of big 
centralized Federal Government. To face in this direction would possibly call 
for some sacrifice but in our opinion it would be worth it. I do not believe 
that our forefathers fought for highly specialized Federal control but rather 
the opposite. 

The Herlong bill is certainly better than the highly socialistic Mills bill which 
would federalize the unemployment compensation program. Even though I do 
not find either bill desirable, the Herlong bill would certainly be the lesser of 
two evils and retain future administration for the States. It is known that 
you will handle this pending legislation with all of the importance it deserves. 
It is further known that you are an advocate of States rights and will preserve 
this in the face of any pending legislation. 

Sincerely, 
JAMES A. BYARS. 


NASHVILLE, TENN., May 12, 1958. 
Hon. Harry F. Bysgp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

It is our position the unemployment situation should be handled at the State 
level. We are unalterably opposed to federalization of the agencies. If it is 
the wisdom of Congress to enact a law, the least objectionable bill would be 
H. R. 12065, without amendments, now under consideration by your committee. 
We thank you for your continued efforts in the best interest of our country. 

G. FREEMAN FLy, 
President, Southern Garment Manufacturers Association. 


MIAMI BEACH, FLa,., May 11, 1958. 
Senator Harry Byrn, 
Washington, D.C.: 

Front Royal, Va., delegation to textile union convention requests that you 
do whatever you can to report from Finance Committee some legislation improy- 
ing unemployment insurance benefits. 

WILLIAM LILLARD, JR., 
E. K. WHItkE, 

KERMIT NICHOL, 

EK. G. WER?Tz, 

RALPH HILL, 


WASHINGTON, D. C., May 13, 1958. 
Hon. Harry F’. Byrp, 
United States Senate, 
Washington, D.C. 

DEAR SENATOR Byrp: On May 13, the Senate Finance Committee according to 
its announced schedule begins a week of hearings on H. R. 12065, the House- 
passed bill providing for emergency extension of Federal Unemployment Com- 
pensation Act benefits. 

The life insurance business has no views to express on this bill as it is pend- 
ing before your committee. There have been recurring indications, however, 
that efforts will be made to amend the bill along the lines of the provisions of 
8. 3244 introduced by Senator Kennedy and others. We have noted reports of 
your earlier statements to the effect that all bills dealing with unemployment 
compensation should originate in the House and that the Senate Finance Com- 
mittee would not hold hearings on S. 3244 until such bill is received from the 
House. 

Nevertheless, we feel that we should make it a matter of record that we are 
opposed to that provision of S. 3244 which would blanket in, as employees, life 
insurance agents who are independent contractors. This would result from sub- 
Stituting the statutory definition applicable to “full-time life insurance sales- 
men” used in the Social Security Act for the present common law definition in 
use under the Unemployment Compensation Act. 


25,736—58——21 
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We believe that any proposed extension of coverage to all full-time life insur. 
ance salesmen is neither justifiable nor practical. 

They are independent contractors. They should not be covered under the Un- 
employment Compensation Act because they are compensated by commission an¢ 
their time is not controlled by the insurance company. There is no hazard of 
wage loss arising from unemployment due to lack of work—the basic hazard 
covered by unemployment compensation. Their coverage would create practical 
administrative problems and impose expensive, burdensome, and sometimes im- 
possible requirements on life insurance companies. 

Should the committee decide to go beyond the question of a temporary bene- 
fit extension to consider permanent changes, specifically changes in the definition 
of “employee” as it may apply to life insurance salesmen, we would appreciate 
having the opportunity to appear and be heard. 

Sincerely, 
AMERICAN LIFE CONVENTION, 
CLARIS ADAMS, 
Executive Vice President and General Counsel. 
LIFE INSURANCE ASSOCIATION 
OF AMERICA, 
EuGENE M. Tuorgé, 
Vice President and General Counsel, 


Coats & CLARK, INC., 


Acworth, Ga., May 12, 1958. 
Senator Harry F. Byrp, 


Chairman, Senate Finance Committee, 
Washington, D.C. 

Dear Sir: We are quite concerned about the unemployed of our Nation and 
have thought considerably about it but we do not feel that any Federal legisla- 
tion is necessary, either in changing or extending the unemployment compensa- 
tion benefits. We also feel that it is not desirable to change the benefits as the 
present economic situation does not justify any Federal interference with the 
unemployment compensation program. It seems to us that the medium of ex- 
change is the basic factor involved in our present economic situation and that 
if a tax cut would not help the situation then certainly having the Federal 
Government control another agency certainly isn’t going to relieve our present 
situation. 

We think the Government controls enough departments, agencies, and items al- 
ready and if something must be done to relieve the situation we think it should 
come out of a department, agency, or unit that they are already controlling. 

For the sake of our great Nation let’s try to preserve some of the States rights 
but if, for obvious political reasons, Congress is determined to pass some sort 
of unemployment compensation legislation please use your influence to pass the 
Herlong bill (H. R. 12065) as we are going to have to pay the full cost of any 
such program. 

At least the Herlong bill will preserve the integrity of the State administered 
unemployment compensation system and it is generally consistent with the exist- 
ing law (under the Reed Act) which provides a method of advancing Federal 
funds to those States that need and request such assistance. 

Any consideration you can give this situation will be greatly appreciated. 

Very truly yours, 


E. D. HEMBREE. 


STATEMENT OF GOv. DENNIS J. ROBERTS ON THE NEED FOR FEDERAL AID To EXTEND 
THE DURATION OF EMPLOYMENT SECURITY BENEFITS 


Rhode Island unemployed workers greatly need extension of the duration of 
unemployment compensation. In the first quarter of this year, 7,200 exhausted 
their unemployment benefits, and in the month of April, alone, there were an 
additional 3,400 benefit exhaustions. The need for action is, thus, growing 
progressively greater. 

The current recession, and the resulting unemployment crisis, emphasize again 
that unemployment is a national problem, calling for prompt and adequate 
Federal action. It also plainly demonstrates the need for strengthening the 
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system of unemployment compensation by better Federal minimum standards, 
and more flexible, fair, and realistic provisions for financing. 

With regard to bill H. R. 12065, passed by the House of Representatives on May 
2. 1958, this bill in its present form could compound Rhode Island’s difficulties, 
rather than solving them. Rhode Island’s unemployment resérvés’are not in a 
strong enough position to permit repayment of loans necessitated by the present 
unemployment needs. Moreover, Rhode Island employers are already paying 
the maximum tax rate of 2.7 percent, and additional employer taxes to repay a 
loan would place Rhode Island industry at a competitive disadvantage. This 
would be grossly unfair, in view of the fact that these additional costs are created 
by national economic conditions, which should be a national rather than a local 
responsibility. 

According to a recent opinion of the State attorney general, Rhode Island’s con- 
stitution prohibits incurring repayable obligations in excess of $50,000 without 
approval by a popular referendum. Thus, special legislation and approval by 
referendum would be needed to permit Rhode Island to accept‘a loan Sueh as that 
provided for in H. R. 12065. 

Fortunately, the Rhode Island General Assembly is now in session, and I have 
had the necessary legislation introduced to permit borrowing of up to $10 million 
for emergency extension of unemployment benefits. However, I cannot say at 
this time what the prospects are for passage of this legislation, and, in any case, 
there is the necessity for a referendum, which would be held in June if the 
legislation is passed in its present form. 

To sum up, there is still a question as to whether Rhode Island will be in a 
position to accept Federal loans for this purpose. Rhode Island’s reserve position 
is such that a loan of this character would almost certainly impose eventual 
additional taxes on employers already paying the maximum rate because of the 
economic transition which the State has been experiencing, and the resultant high 
average level of unemployment. The only sound solution for Rhode Island, and 
the only way to avoid adding further burdens to already distressed areas, would 
be to provide outright Federal grants for extension of unemployment benefits. 


PACOLET MANUFACTURING Co., 
New Holland, Ga., May 12, 1958. 
Senator Harry F. Byrp, 
United States Senate, Washington, D.C. 


Dear Sir: Feeling that you would want to hear some expressions from em- 
ployers before the hearing on the Herlong bill, we are sending our views for your 
consideration. 

As an employer of over 1,200 people, we do not feel that any Federal legislation 
changing or extending unemployment compensation benefits is either necessary 
or desirable. If, however, Congress seems determined to pass some sort of 
unemployment-compensation legislation, we, as covered employers who, in the 
final analysis, will pay the full cost of the program, prefer the House-passed 
Herlong bill (H. R. 12065). 

This bill preserves the integrity of the State-administered unemployment- 
compensation system and is generally consistent with the existing law (under 
the Reed Act). 


We have full confidence in your committee’s ability to handle this situation, and 
hope that our views will have weight when you reach a decision. 
Very truly yours, 


J. M. Jackson, Manager. 


ALABAMA STATE CHAMBER OF COMMERCE, 


Montgomery, Ala., May 12, 1958. 
Senator Harry F. Byrp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Byrp: It is our understanding that your committee will begin 
hearings on the House-approved unemployment-benefits extension bill, H. R. 
12065, on May 13. 

This organization has gone on record in opposition to the many proposed 
measures providing Federal supplementation of unemployment-compensation 
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benefits. While we recognize the fact that the extensions of benefits contained 
in H. R. 12065 are left to the States on a voluntary basis, and that the bill is a 
definite improvement over any of the previously proposed measures, we still do 
not feel that such legislation is desirable or necessary. We have taken this 
stand in all of our previous statements regarding this subject. 

Mr. Leslie J. Dikovics, who is representing the Council of State Chambers of 
Commerce before your committee in opposition to this bill, also speaks for the 
Alabama State Chamber of Commerce. We endorse his statement. 

With all good wishes, I am, 

Yours sincerely, 
JOHN M. WARD, 
Executive Vice President. 


ORANGE, CONN., May 13, 1958. 
Hon. H. F.. Byrp, 
Chairman of the Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear SenATOR Byrp: May I take this opportunity to express my views con- 
cerning the modified administration proposal on unemployment compensation 
which passed the House a few days ago. 

As you may recall, the House-approved bill, now before the Senate, in effect 
authorizes the Secretary of Labor to lend money to any State desiring to provide 
extended benefits. The money would be paid under the State benefit and eligi- 
bility rules to individuals who had exhausted their benefits. The total extra- 
benefit entitlement would equal 50 percent of the amount they had received prior 
to exhaustion. 

In view of the fact that State reserves now total over $8.5 billion, and with 
a $200 million Federal loan fund in existence for States to draw upon in emer- 
gencies, it is difficult to understand why any State would be interested in bor- 
rowing Federal money. Further, State unemployment-compensation programs 
are constantly improving benefit payments and State legislatures have shown 
themselves well equipped to meet changing conditions. 

Senator Kennedy’s bill, S. 3244, if enacted, would federalize the State unem- 
ployment-compensation system—a goal of the CIO and other labor unions since 
1939. His Federal unemployment standards approach, in effect, substitutes 
congressional determination for the present State determination of benefit levels 
and eligibility rules for benefits. It seems to me that this type of Federal 
standards approach would undermine the generally sound State unemployment- 
compensation programs that have been operating for 20 years. 

In conclusion, I believe that the satisfactory solution to unemployment-com- 
pensation problems lies within the existing framework of the State unemploy- 
ment-compensation plan and not in any Federal dole, Federal unemployment- 
benefit standards, or other Federal assistance programs. May I urge your 
Serious consideration of these implications and your support of the State- 
program approach. I am taking the liberty of marking my Congressmen for a 
copy of this letter, as well as House Ways and Means Committee Chairman 
Wilbur D. Mills, since I did not have an opportunity to write to them sooner— 
even though I realize the House has already endorsed the modified administra- 
tion proposal. 

Sincerely yours, 
P. M. LUBIN. 


Horet HARRINGTON, 
Washington, D.C., May 15, 1958. 
UnItTep STaTes SENATE FINANCE COMMITTEE, 
Senate Office Building, 
Washington, D.C. 

For May 16, 1958, hearing on H. R. 12065 unemployment insurance extensions: 

1. As former mayor of Binghamton, N. Y., one of the State’s leading industrial 
cities, and as former consultant for various congressional committees, the follow- 
ing is respectfully submitted : 

In enacting H. R. 12065 the House rejected any provision for extending insur- 
ance benefits to presently unemployed workers whose employers were not within 
the unemployment insurance program, arguments being advanced that to do so 
would constitute a dole and would confuse the State’s administration of such 
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program. The number of these unemployed persons who cannot benefit by passage 
of H. R. 12065 has been variously estimated at from 600,000 to a million through- 
out the Nation. 

There can be little argument but that these unfortunate persons are victims 
of the same economic recession which created the national situation requiring 
passage of legislation such as H. R. 12065. It is through no fault of their own 
that because of national unemployment conditions they now find themselves out 
of work and in financial distress. They strongly feel that the Federal Govern- 
ment has some obligation to do something to help their plight. 

2. It is suggested that the following plan might satisfactorily meet the needs 
of this unfortunate, and it is to be hoped, temporary situation of human distress : 

(a) Enact legislation providing that the Federal Government will guarantee 
to banks, personal loans made to unemployed workers qualifying in the foregoing 
class. 

(b) Such loans to be made at 4 percent interest, in the amount and in install- 
ments the same as the extended unemployment insurance benefits provided in 
H. R. 12065. 

3. Congress is now considering having the Government guarantee bank loans 
to the railroads—it would seem that our distressed unemployed workers are no 
less important to a sound national economy. Being out of work this class of 
unemployed has difficulty in obtaining any loans from personal loan concerns, 
and even if successful might have to pay as high as 12 percent interest. The 
Government would not be likely to sustain any great loss from any defaulted 
loans as payment of same could be later deducted from social security benefits 
when these became due. 

Respectfully submitted, 
CHARLES Kress, Consultant. 





STATEMENT OF NATIONAL LAWYERS GUILD RE TEMPORARY UNEMPLOYMENT 
COMPENSATION Act oF 1958 (H. R. 12065) 


The first substantial postwar decline in the economic growth of our country 
has dramatically exposed the inadequacy of our existing unemployment insur- 
ance system, which has been counted upon as an economic stabilizer. Five and 
a quarter million workers, constituting 7.7 percent of the entire labor force, 
were reported by the Census Bureau as unemployed in March 1958. The Secre- 
tary of Labor reports that in the first 3 months of this year 2,700,000 workers 
received unemployment insurance benefits and about 700,000 exhausted their 
benefits in this period. The unemployed who have exhausted their benefits still 
need funds to meet urgent living needs ; indeed, their need may be greater at this 
point, in view of the depletion of savings; they still cannot find jobs, and the 
economic effect of their unemployment continues. Since unemployment in- 
surance benefits replaced not more than one-fifth of the total earnings lost in 
the recession, the result has been that not only have millions of workers and 
their dependents suffered the loss of income needed for the maintenance of their 
living standards, but the stores, landlords, and farmers, who depend upon the 
maintenance of purchasing power, and the wholeteconomy, have felt the effect 
of unemployment and the inadequacy of unemployment insurance. 

To relieve the serious situation created by the short-comings in the existing 
system of unemployment insurance, the Congress is now considering emergency 
legislation. The House of Representatives has passed H. R. 12065, which 
reflects the administration’s proposals, and has rejected this bill in the form 
in which it was originally approved by the House Ways and Means Committee. 
Both bills proposed the payment of unemployment compensation benefits to 
those workers who had exhausted their benefit rights for an additional period 
of time and both bills furnished immediate Federal funds for such purpose. 

The three basic differences between the bill as passed by the House and the 
bill as approved by the House Ways and Means Committee are as follows: 

1. The committee's bill would have provided benefits for an additional period 
of 16 weeks, whereas the bill, as passed, would permit the payment of benefits 
equaling one-half of the amount previously paid during the benefit year to un- 
employed workers who have exhausted their benefits ; 

2. The committee’s bill would have provided benefits for approximately 600,000 
workers who were not originally covered under existing State laws by reason 
of various disqualifying and noncoverage provisions, whereas the bill, as passed, 
omits any provision for such noncovered or nonqualifying unemployed persons. 
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3. The committee’s bill would have provided these benefits through a Federaj 
grant out of general funds without any obligation for repayment thereof, whereas 
the bill, as passed, imposes an obligation upon the States and the employers 
of such States to repay the amount advanced out of unemployment taxes after 
January 1, 1963. 

The National Lawyers Guild urges the Senate Finance Committee and the 
Senate to substitute for the House bill, as passed, the House bill in its original 
form as approved by the House Ways and Means Committee for the following 
reasons: 

1. As to duration of additional benefits —The exhaustion of benefits is largely 
due to the shortness of the duration period for the payment of benefits in most 
of the States. Only 15 States provide for a flat duration of between 20 and 
30 weeks; the remaining 36 jurisdictions, with 68 percent of all workers coy- 
ered, provide for variable duration periods, from a 5-week minimum in Florida 
to an 18-week minimum in Minnesota, and from maximums of 16 weeks to 26 
weeks. Under the bill, as passed, a worker who orginally qualified for the 
receipt of benefits for 10 weeks would be entitled to receive benefits for 5 weeks 
more. This would be of small help to such a worker, who has, by this time, 
been probably out of work for many months, and who may have had to sup- 
port a family on an average weekly benefit of approximately $20. The workers 
and the States with the most inadequate provisions would receive the most 
inadequate supplementation. Thus, the inequities and inadequacies of the 
State provisions would be compounded. Clearly, what is needed is to provide 
the greatest amount of help for those most in need. From this standpoint, the 
bill as originally approved by the House Ways and Means Committee would, 
by providing for benefits for an additional 16 weeks, be preferable. 

2. As to noncovered and noqualifying workers.—It is estimated that some 2 
million unemployed persons are not covered by unemployment insurance laws 
of the States. The plight of these workers is primarily due to the fact that 
archaic and inexcusable disqualification and coverage provisions have been 
premitted to remain in the State laws. The House Ways and Means Committee 
estimated that there were approximately 600,000 unemployed persons who would 
meet the minimum wage experience requirements of the various States except 
for the fact that. some or all of their wages were not earned while employed by 
a firm covered by the State’s unemployment compensation laws. 

The House Ways and Means Committee would have extended unemployment 
compensation benefits for 16 weeks to such workers as well. To contend that 
this would be a “dole” is to overlook the fact that the bill, as approved by the 
House Ways and Means Committee, would require such persons to qualify under 
existing State laws by showing attachment to the labor market, qualifying 
amount of minimum earnings, ability and willingness to work, that the only 
reason for noncoverage is exclusion by reason of the type of employment. As to 
the contention that to provide benefits for noncovered workers is to depart from 
actuarial principles, the truth of the matter is that our system has never been 
and need never be on a strictly actuarial basis, as witness the fact that benefits 
have never grown proportionately with the increase in working population, 
wages and taxes. We consider that the national interest in maintaining pur- 
chasing power and economic and social stability is the first consideration, and 
for this reason, deem that the bill, as approved by the House Ways and Means 
Committee, is preferable to the bill in the form in which it was passed by the 
House. 

3. As to the provision of the funds through Federal grant or repayable loan — 
The House Ways and Means Committee, in its report No. 1656 accompanying the 
bill in the form in which it was approved by it, pointed out that: 

“The administration proposal (reflected in the bill as finally passed by the 
House) would have the effect of imposing an additional tax burden upon em- 
ployers in the future to finance unemployment benefits for the presently un- 
employed.” 

The committee pointed out that this would “be a serious deterrent to efforts 
by the States to improve their unemployment compensation plans” and “would 
tend to defeat the administration’s proposal that all States increase their maxi- 
mum benefits.” The committee further pointed out that the employers of some 
States are now paying unemployment taxes at a maximum rate of 2.7 percent 
as a result of high unemployment experience, while the employers of other 
States are paying much less, and that “the repayment of amounts used to pro- 
vide emergency unemployment benefits would * * * place them in an adverse 
competitive position.” 
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We agree entirely with the observations made by the House Ways and Means 
Committee that “it is impossible for unemployment to exist in one segment of 
the economy without affecting another” and “it is this multiplier effect which re- 
quires immediate action by the Federal Government at this time to help offset 
losses in purchasing power and which requires that any steps taken to offset 
such losses be directed to the relief of both those covered by State unemploy- 
ment compensation plans and those who are not covered by such plans.” 

The National Lawyers Guild, while supporting the enactment of emergency 
legislation to provide some additional assistance to the unemployed, in their in- 
terest and in the national interest, wishes to call the attention of Congress to 
the fact that such legislation, while temporarily helpful, does not solve the basic 
problem arising out of the generally conceded inadequacy of the existing State 
unemployment compensation laws. The Congress would be derelict in its duty 
if it were merely to enact a temporary palliative measure without at the same 
time taking the steps urgently required to improve the existing 51 unemployment 
compensation systems. The means for doing this lie at hand. All that Con- 
gress need do is to amend the existing statutes which already contain minimum 
Federal standards by revising those standards so as to compel improvement of 
the State systems in accordance with such standards. 

What is needed is the enactment of Federal standards which will require the 
States to provide: 

1. Universal coverage, or at least coverage equal to that provided by the 
old-age and survivors insurance system, insofar as employed persons are 
concerned ; 

2. Adequate benefits, taking into account increases in the cost of living, 
and providing for additional allowance for dependents; 

3. Adequate duration, taking into account the actual duration of unem- 
ployment ; 

4. Removal of inequitable disqualifying provisions: and 

5. Most significantly, the elimination of so-called “merit rating’ which, 
by itself, has reduced unemployment taxes in some States to 0.05 percent and 
has served as the single most effective barrier to the improvement to 
unemployment compensation in our country. 

Congress now has before it for consideration a proposed Federal minimum 
standards of unemployment insurance bill S. 3244, H. R. 10570. The guild urges 
the Congress to give this bill its immediate consideration. The guild expects to 
complete its study of this bill shortly, and will submit tis comments thereon in 
the near future. 

The seriousness of the present emergency requires that Congress enact tem- 
porary legislation immediately. We urge that the Congress enact the tem- 
complete its study of this bill shortly, and will submit its comments thereon in 
it was originally approved by the House Ways and Means Committee. 





WISCONSIN STATE CHAMBER OF COMMERCE, 
Maprison, Wis., May 9, 1958. 
Hon. Harry Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR Byrp: Our organization wishes to express itself on the various 
proposals on unemployment compensation upon which your committee will hold 
public hearings beginning May 13, 1958. We recognize that there are many 
groups who have consolidated their testimony with others because of the limi- 
tation of time on the part of the Senate Finance Committee ; we, under the same 
handicap of time, have not had full advantage to search out a group (or groups) 
with whom our thoughts may coineide. Thus, we respectfully submit these views 
in the hope that the committee will consider them and enter them into the com- 
mittee hearing record. 

(1) We express our objections to S. 3244 (and similar bills) because it pro- 
poses to replace the present jurisdiction of the States and permanently preempts 
their responsibility and experimentations. It proposes that eligibility and dis- 
qualification matters be placed under congressional authority ; permits a flat rate 
tax to replace the present experience rating system here in our State (which we 
pioneered) ; and places the entire burden on Congress to maintain a reasonable 
and adequate national unemployment compensation system without regard to 
local conditions or situations. 
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This country is too big and Washington, D. C., is too far away for average 
citizens to help control a national unemployment compensation system, no matter 
how ciosely it affects their daily lives. Employment security issues should be 
left to the citizens and legislators of each State where the law can be tailored to 
the local conditions, even if the National Government is both benevolent and 
wise. 

(2) We oppose the original administration bill, H. R. 11679 (and similar bills) 
because they make it compulsory for the States, no matter how able with existing 
unemployment compensation reserves, to finance their own liberalities, te accept 
Federal repayable loans. 

(3) We oppose the original H. R. 12065 as it was recommended out of the 
House Ways and Means Committee (and. similar proposals) because it superim- 
poses a relief-type payment system upon the present systems under which in- 
sured workers “earn” their benefits based on their past work and wages. The 
House Ways and Means Committee bill proposed that payments be extended 
to uninsured (noncovered) workers. If there are to be payments to uninsured 
workers they should be made pursuant to the present welfare systems. 

(4) We oppose original H. R. 11326 (companion to H. R. 11327) or similar 
bills because they propose to establish Federal benefit standards both as to 
amount and flat duration. 

Our objections to the bills (and types of bills) mentioned are met in the prin- 
ciples of H. R. 12065, as passed by the House and now before your committee. 
This bill permits a State to determine the number of its unemployment compensa- 
tion exhaustees and to accept or reject the Federal money; it permits a State to 
reexamine its short- and long-term unemployment compensation costs in relation 
to its current State reserves and decide whether to accept or reject Federal funds, 

H. R. 12065, as passed by the House, does not establish Federal standards as 
to eligibility, disqualification, or benefits. It risks permanent imposition of an 
additional duration on the States, but it still allows them to decline it, if they 
choose. 

In summary, we oppose bills S. 3244, H. R. 12065 (as recommended by House 
Ways and Means), H. R. 11679 (the original administration bill), and H. R. 
11326 (companion H. R. 11327), or similar bills which invade the present juris- 
diction of the States and weakens their responsibility, discourage their experi- 
mentations, and encourage future federalization of the State programs. H. R. 
12065, as passed by the House, meets these objections and makes it possible to 
maintain an insurance-type system under full State control. 

We will appreciate your favorable consideration of these views. 

Sincerely, 
S. L. HoRMAN, 
Social Security Committee, Wisconsin State Chamber of Commerce. 


STATEMENT BY ILLINOIS MANUFACTURERS’ ASSOCIATION IN OPPOSITION TO H. R. 
12065, FEDERAL SUPPLEMENTATION OF STATE UNEMPLOYMENT COMPENSATION 
BENEFITS 


The Illinois Manufacturers’ Association, with offices in Chicago, Ill., registers 
oppositiop to H. R. 12065, which would pay unemployment compensation benefits 
for an additional period of weeks to unemployed individuals who have exhausted 
the benefits which are provided under existing State laws. 

These proposals provide that the Federal Government would loan money to 
the States to finance these additional payments, at the weekly benefit rates estab- 
lished by the States. 

The Illinois Manufacturers’ Association is comprised of 5,000 manufacturing 
firms in INinois—small, large, and medium sized. 

The Illinois Manufacturers’ Association is opposed not only to H. R. 12065 but 
also S. 3244 and any other legislation which would impose Federal standards 
and domination of the State unemployment compensation laws. The Illinois 
Manufacturers’ Association believes that any bill, no matter what the details 
are, whereby the Federal Government endeavors to dictate to the States regard- 
ing the provisions of their unemployment compensation laws is objectionable. 
Such a program is indifferent to the real needs of the workers, as well as to the 
welfare of the employers, and the integrity and stability of State unemployment 
compensation systems. 
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Would lead to federalization 


The proposal now before your committee, if enacted, would be a long step 
toward federalization of the unemployment compensation programs of the various 
States. 

For many years there have been bureaucratic pressures to establish strict 
Federal dictation over State unemployment compensation programs. In event 
this were accomplished tae States would have to comply with Federal standards 
of lower eligibility provisions, higher benefits and more rigid controls by Federal 
authorities. 

Four proposals to pay increased benefits with Federal funds have been con- 
sidered in previous years by Congress—and rejected. These attempts occurred 
in 1942, 1944, 1945, and 1952. This new proposal should also be rejected. 

The development of unemployment compensation laws and their administration 
have, from their inception, been the function of the legislatures of the individual 
States. The amounts which should be paid in benefits, the eligibility provisions 
which claimants must meet, and the number of weeks of benefits which they 
can draw have been related to the economic situation in each State. The State 
laws have been periodically revised to reflect changes in economic conditions. 

In Illinois and in many other States, changes in the laws have been made as 
the result of mutually satisfactory agreements between representatives of 
employers, employees, and the public on duly constituted advisory beards. Ac. 
cordingly, the individual States are in position to determine what is best for 
themselves. 


Experience rating would be destroyed 

A serious result of federalization would be the destruction of experience rating 
and the incentive for employers to stabilize their employment. 

In the introductory declaration of policy in nearly all of the State unemploy- 
ment compensation laws there appears the statement that one of the purposes 
of the laws is to encourage employers to provide more stable employment. Em- 
ployers have an incentive for stabilization of employment through experience 
rating, whereby they can earn a lower tax rate. 

The unemployment compensation laws have, to a great degree, accomplished 
this purpose. Because of experience rating employers have stabilized their 
employment and have provided steadier work for their employees. This is 
proven by statistics which show that a large percentage of employers have 
earned the minimum tax rate. 

Experience rating would be impossible in a program in which benefits are 
paid from Federal funds and in which the amount of benefits paid would be 
unrelated to prior work experience. Destroying experience rating would result 
in a flat tax rate for all employers. 

Where would the money to pay the higher benefits come from, The answer 
is—from the employers. Employers would be forced to pay higher unemployment 
compensation taxes to provide this money, since unemployment compensation 
is entirely financed by employers. 

Destruction of experience rating would remove the incentive to stabilize em- 
ployment; in fact it would have the opposite effect and would lead to inter- 
mittent layoffs, unsteady employment, and higher costs of unemployment com- 
pensation. 

If the money for the extended payments were furnished by the Federal Govern- 
ment, the duration of benefits would not be based upon the amount of prior 
earnings, length of employment nor proper qualification requirements, as re- 
quired in State laws at present. These proposals would change the entire con- 
cept upon which the unemployment compensation program is based. 


The problem is magnified 


Concern about the number of unemployed workers who have exhausted their 
unemployment benefit rights has led to the introduction of this legislation. 
The facts indicate that the problem is magnified and there is no need for a panic 
approach for legislation. The number of persons who have exhausted their 
benefits is not excessive when compared with prior years. 

During the 3 months, December 1957 through February 1958, 430,00 persons 
exhausted their State benefits in their benefit year. This amounts to only about 
1.1 percent of the covered workers. 

Let us compare the number of exhaustees during these 3 months with previous 
years. In the first 3 months of 1950, 2.3 percent of the covered workers had 
exhausted their benefits. In the first quarter of the prosperous year of 1955 the 
figure was 1.34 percent; in the third quarter of 1954, 1.38 percent. 
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A large percentage of the exhaustees are secondary wage earners and inter- 
mittent workers who are not regularly attached to the labor force. They ex- 
hausted their benefits because their qualifying earnings entitled them to only a 
limited number of weeks. This situation is not new—it happens every year. 

Paying 1 percent or even 2 percent of the workers who are covered by unem- 
ployment compensation programs in the country a few extra weeks of benefits 
will not have any appreciable effect on stimulating business or increasing the 
purchasing power of the country. 

Unemployment is above normal in only a few States and in certain localities. 
The number of claimants for unemployment compensation benefits has decreased 
during recent weeks and unemployment is now leveling off. The States should 
not be forced into a drastic program such as this in order to provide additional 
relief for a favored few. 

Illinois does not need, and does not want, any Federal interference in our unem- 
ployment compensation program in the way of money or imposition of Federal 
standards. The Illinois unemployment compensation trust fund is in good fiscal 
condition. 

Likewise nearly all of the States have reserves which are substantial enough 
to cover demands for benefits and need no Federal help. The States have accu- 
mulated reserves of almost $9 billion for this purpose. However, for those States 
which might need help, there is now in existence a revolving trust fund of $200 
million established under the provisions of the Reed bill (Public Law 567 of 
1954) from which the States can borrow whenever it is found necessary. Bor- 
rowing from this fund would require no additional Federal legislation. 


Discriminates against one-third of the unemployed 


These proposals to provide payments to a small select group of workers who are 
unemployed, through the medium of extended unemployment benefits would be 
grossly unfair, inequitable, and discriminatory against one-third of the workers 
who are unemployed at the present time. These unemployed workers have not 
been eligible for unemployment benefits, due to the fact that they have not worked 
in covered employment and would not benefit in any manner from the proposal 
that duration of benefits be extended. These persons are individuals who have 
worked for employers having less than four employees, farmworkers, domestic 
workers, certain Government employees and self-employed workers. If addi- 
tional relief is needed for those people who are out of work, it should be provided 
locally for everyone, on the basis of need. 


Would have permanent adverse effects 


It is contemplated that this program to extend unemployment benefits would 
be an emergency or temporary measure. But history his shown that in govern- 
ment, temporary measures become permanent. There are many examples of this, 
such as the public-assistance program, temporary taxes on transportation, tele- 
phones, cosmetics, ete., and the 52 percent corporation tax which was to last but 
a single year. 

Even on the assumption that this measure would be temporary and Federal 
payments would be discontinued after 1 year, it would have a very serious effect 
on State benefit levels and benefit duration. It would be exceedingly difficult 
for the States to recede from the higher payments made under the Federal pro- 
gram. There could be no turning back. It would force the States to enact spe- 
cial legislation to extend benefit duration to 39 weeks, instead of the 26 weeks 
which is considered by most of the States to be adequate. 


Confuses unemployment compensation with relief 


If it is found that in any State, or in a section of any State, relief is needed 
for any of the citizens who have lost their jobs, due to adverse business condi- 
tions, such relief should be furnished by the State or local government. Ma- 
chinery is now in operation for this purpose. Such a program should be 
entirely separate from the State unemployment compensation programs and 
should be operated entirely on the basis of need. 

The purpose of unemployment compensation is to provide a cushion of pro- 
tection for those workers who are unemployed for a limited period of time and 
who have proved through regular previous employment that they are a part 
of the labor force. Unemployment compensation is not a social program to 
provide long-term public assistance. It must not become a dole. 

The extension of unemployment compensation benefits in the manner con- 


templated by this legislation would furnish an irresistible temptation to un- 
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necessary and prolonged idleness in many cases. The malingering inherent in 
the existing State systems would be greatly aggravated. 

This proposal is a reversal of the principle of the Eisenhower administra- 
tion that more responsibilities should be delegated to the States rather than 
being concentrated in Washington. 

The employers of the State of Illinois object to the Federal Government 
injecting itself into this matter and usurping the prerogatives of the States. 

The Illinois Manufacturers’ Association respectfully urges that this legisla- 
tion be rejected. 


GREATER WASHINGTON CENTRAL LABOR CounctIL, AFL-CIO, 
Washington, D. C., May 13, 1958. 
Hon. Harry FLoop Byrp, 
United States Senate, Washington, D.C. 


My DeAR SENATOR Byrp: With the problem of unemployment affecting so 
many of the people in Virginia today, many of whom are members of our 
affliated organizations, we feel that the need for Federal standards to raise 
unemployment compensation benefits and to extend the period in which these 
benefits may be paid and also to provide benefits for those not now covered by 
the unemployment compensation laws, is readily apparent. 

We respectfully request that you use your good offices to work for enactment 
of this legislation which would be of such great assistance to the unemployed 
workers and their families. 

Respectfully, 
F. H. McGuiean, Secretary. 


J. P. STEVENS & Co., INC., 
WOOLEN AND WORSTED DIVISION, 
Milledgeville, Ga., May 12, 1958. 
Hon. Harry F.. Byrp, 
United States Senate, Washington, D.C. 


DEAR SENATOR ByYrp: We have noticed that the House of Representatives 
passed the Herlong bill (H. R. 12065) and that it is now in the Senate where 
it will soon be the subject of a hearing by the Senate Finance Committee, of 
which you are the chairman. 

We believe that you are interested in expression of opinion from those who 
are vitally concerned with the proposed program. 

We do not feel that any legislation that would change or extend unemploy- 
ment compensation benefits is necessary or desirable. Neither do we think 
that there should be any interference with the unemployment compensation 
programs that are being efficiently and effectively administered by the States. 
The present economic situation, in our opinion, does not justify Federal exten- 
sion or interference with this program. 

We are pleased to see that the House passed the Herlong bill rather than any 
of the other measures considered. And, if for political reasons Congress is deter- 
mined to pass some sort of legislation concerning extension of unemployment 
compensation benefits, we consider the Herlong bill (H. R. 12065) the least ob- 
jectionable, since it will preserve the integrity of our State-administered unem- 
ployment compensation system and it is in general consistent with the existing 
Reed Act which provides a method of advancing Federal funds to those States 
that need and require such assistance. 

We sincerely hope that your committee will carefully study the various 
measures proposed and will act so as to preserve State-administered unem- 
ployment compensation programs as it now exists. 

Yours sincerely, 
JOHN P. BAUM. 


J. P. STEVENS & Co., INC., 
WOOLEN AND WoORSTED DIVISION, 
Milledgeville, Ga., May 12, 1958. 
Hon. Harry F. Byrp, 
United States Senate, 
Washington, D. C. 

Dear SENATOR Byrp: It has come to our attention that the House of Repre- 

sentatives passed the Herlong bill (H. R. 12065) and that it is now in the Senate 
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where it will soon be the subject of a hearing by your committee, the Senate 
Finance Committee. 

We believe that you are interested in hearing from those who are vitally 
concerned with the proposed program. 

We do not feel that any legislation that would change or extend unemploy- 
ment compensation benefits is necessary or desirable. Neither do we think that 
there should ‘be any interference with the unemployment compensation programs 
that are being efficiently and effectively administered by the States. The present 
economic situation, in our opinion, does not justify Federal extension or inter- 
ference with this program. 

We are pleased to see that the House passed the Herlong bill rather than 
any of the other measures considered. And, if for political reasons Congress 
is determined to pass some sort of legislation concerning extension of unemploy- 
ment compensation benefits, we consider the Herlong bill (H. R. 12065) the 
least objectionable since it will preserve the integrity of our State-administered 
unemployment compensation system and it is in general consistent with the 
existing Reed Act which provides a method of advancing Federal funds to those 
States that need and require such assistance. 

We sincerely hope that your committee will carefully study the various meas- 
ures proposed and will act so as to preserve State-administered unemployment 
compensation program as it now exists. 

Sincerely yours, 
HERBERT C. ERVIN, 





MUSCOGEE MANUFACTURING CO., 
Columbus, Ga., May 13, 1958, 
Senator Harry F. Byrp, 
Senate Office Building, Congress of the United States, 
Washington, D.C. 

Dear SENATOR Byrp: It is my understanding that the matter of extension of 
unemployment compensation benefits will soon be brought up for a hearing 
before the Senate Finance Committee. As a businessman and taxpayer, I would 
like to state my position as being strongly opposed to any Federal extension or 
interference with the unemployment compensation program. The present eco- 
nomic situation does not justify such action at this time. Furthermore, it is 
my opinion that all but 2 or 3 States are administering the program efficiently 
and effectively from adequate State reserve funds; however, if Congress does 
see fit to pass some sort of unemployment compensation legislation, being 
covered employers who actually must pay for the full cost of such a program, 
we would prefer the House-passed Herlong bill (H. R. 12065) as being the least 
objectionable of any pending proposal. 

First of all, under this bill the integrity of the State administered unemploy- 
ment system would be preserved and secondly, it is consistent with the existing 
law under the Reed Act, which provides a method of administering Federal 
funds to those who need and request such assistance. 

It is unfortunate that the Federal Government continues to seek more and 
more bureaucratic control of the entire economy. We of the Southeast take 
pride in the fact that you, along with most of the other southern Senators 
and Congressmen, have had the courage to stand up for States rights and 
constitutional government. 

With best wishes, I am, 

Sincerely, 
WILLIAM D. Swirt, Vice President, 


GRANITEVILLE Co., 
Augusta, Ga., May 12, 1958. 


Senator Harry F. Byrp, 
Senate Office Building, Washington, D.C. 

DeaR SPNATOR Byrd: I am taking the liberty of writing to you as chairman 
of the Senate Finance Committee and for the purpose of expressing my views 
regarding the Herlong bill (H. R. 12065), that will shortly receive the atten- 
tion of your committee. This bill was passed by the House about 2 weeks ago 
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after the defeat of the so-called Mills bill and provides for the extension of 
unemployment compensation benefits with Federal money. 

Although the Herlong bill does have the virtue of maintaining the integrity 
of State administered programs, it is my feeling that no additional legislation 
is needed at this time and that the Senate Finance Committee will not recom- 
mend any. However, if a majority of the committee thinks otherwise I would 
much rather have them report favorably on the Herlong bill than on some of 
the more radical measures that have been proposed. 

Your continuing efforts to protect the Federal Treasury are well known and 
highly appreciated throughout the country, and I trust that you do not object 
to having those outside of your constituency communicate with you directly 
in a matter of this nature; and I wish to thank you sincerely for your 
consideration. 

Yours sincerely 
FRANK SS. DENNIS, 
Assistant Vice President. 


THE GooDYEAR TIRE & RUBBER Co., 
Cartersville, Ga., May 12, 1958. 
Senator Harry F. Bykrp, 
United States Senate, Washington, D.C. 


DEAR SENATOR Byrkv: I have been informed that the Herlong bill (H. R. 
12065) which covers extension of unemployment compensation benefits with 
Federal money is now in the Senate where it will soon be the subject of a 
public hearing by the Senate Finance Committee. I would like to give you 
my opinions on this matter. 

Since all covered employers must pay the full cost of any compensation 
program and because of the fact that we feel that Georgia, and I assume other 
States, are handling the unemployment compensation program efficiently with- 
out Federal aid, I would object strenuously to any Federal legislation which 
would involve extending unemployment compensation benefits by using Federal 
money. 

If it becomes evident that the Congress will pass some sort of legislation 
covering this problem, then it would seem that the Herlong bill is the least 
objectionable of any that have been presented. However, if the program could 
be left entirely in the hands of the States I think it would be effective and 
certainly less costly. 

Yours very truly, 
W. E. Fioyp, Superintendent. 


HAWKINSVILLE DIVISION, 
OPELIKA MANUFACTURING CORP., 
Hawkinsville, Ga., May 12, 1958. 
Hon. Harry F. Byrp, 
United States Senate, Washington, D. C. 


DEAR SENATOR Byrp: We understand the Herlong bill is now in the Senate, 
where it will soon come before the Senate Finance Committee, of which you 
are chairman. 

In our opinion, no Federal legislation, extending employment compensation, 
seems necessary or desirable. 

It would seem that the present economic situation would not warrant any 
Federal extension of this program, and it seems that all but 2 or 3 States are 
administering efficiently and effectively, from adequate State reserve funds. 

However, if for political reasons, Congress seems to feel it necessary to pass 
some sort of unemployment compensation legislation, we as covered employers, 
who must in the final analysis pay for the full cost of such a program, prefer 
the House-passed Herlong bill, as it seems to be the least objectionable of the 
pending proposals. 

As employers, we have a vital stake in the program, and earnestly solicit 
your support in passing the Herlong bill. 

Sincerely, 
W. P. Norrep, Plant Manager. 
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CALIFORNIA FERTILIZER ASSOCIATION, 


San Marino, Calif, May 13, 1958, 
Hon. Harry Byrgp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator Byrp: At a regular meeting of the board of directors of this 
association, held in Fresno, Calif., on May 8, 1958, concern was expressed about 
legislation now before your Senate Finance Committee, and I was directed, by 
resolution, to express our opposition to it. 

I refer to H. R. 12065, which has been adopted by the House of Representa- 
tives. This bill would change the historical and relatively sound unemploy- 
ment insurance formula in a rather socialistic way. We are informed that it 
would force upon the several States, whether they desired them or not, loans 
to enhance the existing insurance program, at a cost of about $600 million. 

This seems to us to be a form of forced relief, coming at a time when the 
economy is well on its way to full recovery. Taxes on both businesses and 
individuals are far too high, and we feel that every effort should be made to 
keep down Government spending of this nature, unless we are faced with a real 
emergency. 

We appeal to you, as chairman of the Senate Finance Committee, to use your 
influence to see that this bill does not reach the floor of the Senate. 

Sincerely, 
SipneyY H. Brerry, General Manager. 


VaALposta, Ga., May 10, 1958. 
Senator Harry F. Byrp, 
Senate Office Building, 
Washington, D.C. 

DeaR SENATOR Byrd: I understand that the Senate Finance Committee has 
under consideration H. R. 12065, which is known as the Herlong bill. 

I do not feel that any Federal legislation changing or extending unemploy- 
ment compensation benefits is necessary or desirable. The present economic 
situation does not justify any Federal extension or interference with the un- 
employment compensation programs, which all but 2 or 3 States are adminis- 
tering efficiently and effectively from adequate State reserve funds. 

I can understand for political reasons why this bill would be feasible; how- 
ever, I think the Government has its fingers into too many pies now, and I cer- 
tainly am against the socialistic trend which is on the horizon. 

If Congress seems determined to pass some sort of unemployment compensa- 
tion legislation, the Herlong bill (H. R. 12065) is perhaps the least objection- 
able of the pending proposals as it preserves integrity of the State-administered 
unemployment compensation system and it is generally consistent with the 
existing law, which provides a method of advancing Federal funds to those 
States that need and request such assistance. 

I am vice president and treasurer of Strickland Cotton Mills and as such, 
since our company is going to be called on to pay our share of the cost of sucha 
program, I thought it in order that my opinions be expressed to you. We have 
a vital stake in this program, and I am sure most all manufacturers feel the 
same as I, in that we do not need any of this type legislation. 

Any consideration you can give this correspondence will be appreciated. 

Very truly yours, 
A. J. StricKLanp ITI. 


MoHAWK PAPER MILLS, INC., 
Cohoes, N. Y., May 14, 1958. 
Hon. Harry F. Byrp, 
United States Senate, 
Washington, D. C. 

Dear Senator: I note that there will soon be pending before the Senate a 
bill providing for an additional 13 weeks of unemployment benefits over and 
above the 26 weeks generally available. I would like to suggest for your con- 
sideration that there be a limitation on this extension. 

We have 2 men who recently retired from our employ, one aged 72 and the 
other aged 69. They have qualified for, and are receiving, the top amount of 
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old-age pension under the social-security law. 'They are also receiving from us 
our company pension amounting to $56.25 per month. 

Under the policies followed in this State, they have applied for unemploy- 
ment benefits and have been enjoying them ever since their retirement. I 
talked with the local manager of the Division of Employment, New York State 
Department of Labor. He advises that it is their practice to allow this even 
though the men have voluntarily retired and are receiving both pensions. 

There is one other man who is over 65 and who left our employ voluntarily. 
He is over 65 years of age but could not qualify for our pension. He applied 
for and is receiving an old-age pension under the social-security law. He also 
applied for and is receiving unemployment benefits. 

It would seem proper to provide in the bill which you now have pending 
before you that this additional 13 weeks should not be allowed any claimant 
who is at the same time receiving an old-age pension under the social-security 
law. 

We realize that there are a great many people in this country who are going 
to need this additional period of unemployment benefits. We feel, therefore, 
that the money available should be paid out to those who need it and should not 
be diverted to those already receiving pensions. 

Yours very truly, 


G. E. O'Conner, President. 


MIAMI Beacu, FLa., Vay 11, 1958. 
Senator Harry Byrb, 


Washington, D.C.: 

Textile mill closings all sections Virginia and general short-time work creat- 
ing widespread distress and helplessness among our people. Hope you can 
vote for distressed areas legislation and especially bring out some measure 
for increasing and extending unemployment benefits. 

LESTER H. JAy, 
Local No. 1191, Bridgewater, Va. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS CONCERNING 
UNEMPLOYMENT COMPENSATION LEGISLATION 


In view of some of the legislation that is before your committee, we feel it is 
important to call attention to some of the original purposes and basic principles 
of unemployment compensation embodied in title III and title IX of the Social 
Security Act at the time they were passed by Congress. 

The chairman of the Senate Finance Committee, Mr. Harrison, reported the 
social-security bill, H. R. 7260, to the Senate on May 13, 1935. Your report 
stated : 

“The essential idea in unemployment compensation is the creation of reserves 
during periods of employment from which compensation is paid to workmen 
who lose their positions when employment slackens and who cannot find 
other work. * * * 

“Such unemployment compensation is not a complete safeguard against 
the hazard of unemployment. In periods of prolonged depression, many work- 
men will exhaust their compensation benefits before they find other employ- 
ment. This will hold true of some workmen even in periods of propserity. * * * 

“In normal times most workers will secure other employment before ex- 
haustion of their benefit rights. * * * While unemployment compensation will 
not do away entirely with the necessity for relief, it should very materially 
reduce the costs of relief in future years. * * * 

“Partial compensation during a relatively short period following unemploy- 
ment, while a workman is seeking other employment or waiting to return to 
his old job, is very properly to be regarded as a part of the legitimate costs 
of production to be paid for by the consumers. 

“This bill does not set up a Federal unemployment compensation system. 
What it seeks to do is merely to make it possible for the States to establish 
unemployment compensation systems and to stimulate them to do so. * * * 
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“Except for a few standards which are necessary to render certain that 
the State unemployment compensation laws are genuine unemployment com- 
pensation acts and not merely relief measures, the States are left free to set 
up any unemployment compensation system they wish, without dictation from 
Washington. * * * 

“Under the bill, as we recommend that it be amended, the States will also 
have freedom of choice with regard to the type of unemployment compensation 
law they wish to enact. * * * 

“To effectively carry out this purpose, we propose, as a further amendment, 
a provision that the Federal Government shall recognize credits in the form 
of lower contribution. rates which may be granted by the States to employers 
who have stabilized their employment. Provision for such credits are in- 
cluded in the New Hampshire, Utah, and Wisconsin laws.” 

It was clear to your committee as early as 1935 that unemployment compensa- 
tion could not solve the problem of recession or depression by providing bene- 
fits beyond a period of limited duration. 

This was in aceordance with the principles that had previously been out- 
lined in the report made to President Roosevelt in 1935 by his Committee 
on Economie Security : 

“* * * In any event, the maximum number of weeks of benefits that may be 
drawn is definitely limited through a ratio of weeks of benefit to weeks of 
previous employment (1 to 4, in our calculations) and by absolute limitations. 
(We suggest to the States, in framing their laws, that on the basis of 3-percent- 
contribution rate the maximum benefit period cannot safely exceed 16 weeks 
and should be reduced to 15 weeks, if it is desired to give workers who have 
been long employed without drawing benefits an additional (maximum) week 
of compensation for each 6 months they have been employed without drawing 
benefits, up to a maximum of 10 additional weeks. ) 


x * of * * * * 


“While the maximum-benefit periods, set forth in table I, are mere approx- 
imations, they very clearly indicate that on a contractual basis, benefits can 
be paid only for periods which, to many people, will seem short. The benefits 
are small, although considerably higher on the average than relief grants. 
While unemployment compensation is far from being a complete protection, 
it is a valuable first line of defense for the largest group in our population, 
the industrial workers ordinarily steadily employed. Unemployment com- 
pensation should permit such a worker, who becomes unemployed, to draw a 
cash benefit for a a limited period during which there is expectation that he 
will soon be reemployed. This should be a contractual right not dependent on 
any means test. Normally the insured worker will return to his old job or 
find other work before his right to benefits is exhausted. * * * 

“But unemployment compensation is also valuable in depressions. If the 
benefits are kept within the limits we suggest, the funds should prove ade- 
quate for all minor depressions. In a depression of such depth as that which 
has prevailed since 1929 the funds are likely to be exhausted but will prove 
very helpful in the early stages. * * * 

“Some economists urge that, instead of using a tax on payrolls, unemploy- 
ment compensation should be paid throygh Federal Government borrowings, 
to be repaid hereafter out of other types of Federal taxes. Without expressing 
any judgment on that contention, we deem it desirable, at the present time, to 
employ a payroll tax for unemployment compensation, although it may be pos- 
sible that experimentation under the proposed statute will show that at some 
time in the future a plan built upon the other alternative suggestion should be 
substituted, in whole or in part, for that which we are proposing.” 

It was clearly contemplated in 1935 that most of the folks who have had regu- 
lar employment in covered industries would find jobs before exhausting their 
unemployment compensation eligibility. This hope was apparently well justi- 
fied. The year 1940 is the only year for which we have records in which more 
than half of the beneficiaries exhausted their benefits. During recent years the 
ratio of exhaustions to beneficiaries has ranged between 20 and 30 percent, as 
indicated by the following table: 
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It must be borne in mind that in your committee’s original report you were 
thinking in terms of benefit payments continuing for a maximum of 16 weeks 
after a normal waiting period of 2 to 4 weeks. Your report used the illustration 
of the then existing New York law and pointed out that under that law “1 week 
of benefits are payable for each 15 days of previous employment with a maximum 
limit of 16 weeks of benefits during any year.”’ These benefits were paid under 
that law after a 3-weeks’ waiting period. 

Since that time the States have made great strides in extending the duration 
of benefits. In the major industrial States, the waiting periods that were origi- 
nally 2 to 4 weeks for each spell of unemployment have now been cut to 1 week 
pear year, and the original maximum of 16 weeks has now been increased to 26 
weeks, so that today an applicant with a substantial work record can anticipate 
receiving his benefits from 1 to 3 weeks sooner and 10 weeks longer than he 
could have at the time these laws were enacted. 

Even so, some people still exhaust their benefits in every year. Here is the 
record of exhaustions for the first quarters of several recent years: 


Percent of 
Labor force | Exhaustion covered em- | Labor force 


| 


First quarter 
ployees 


Millions 
65 730, 000 
69 473, 000 
72 484, 000 





Parenthetically, it should be pointed out that it would be impossible to elim- 
inate benefit exhaustions (unless benefit duration were made permanent) be- 
cause the exhaustions include many people who have, in fact, left the labor 
market and are not, in fact, applicants for employment. Desire for employment 
is a matter of individual intent ; no Administrator has been able to find a method 
of reading men’s minds. In a number of States this fact is even recognized by 
statutes and regulations under which unemployment benefits are paid to 
pensioners. 

There is always a tendency to think of unemployment benefit recipients as 
family heads. But it would be erroneous to assume that all of those new ex- 
hausting their benefits are family heads. 

It is unfortunate that while the State unemployment compensation systems 
have been in effect for 2 decades and a great deal of money has been spent on 
research, there are many areas in which no adequate national statistics have 
ever been gathered. 

This is one of those areas. We do know that about half of the benefit claim- 
ants are usually young people—and women—most of whom are not family heads. 
We know also that these people, because of short work experience, normally ex- 
haust their benefits more rapidly than do the family heads, so it follows that 
they make up a larger percentage of those exhausting benefits. 

As a matter of fact, a very large proportion of exhaustions come about be- 
cause of low qualifying requirements of State laws. The States normally pay 
benefits on the basis of very little work experience. Three or 4 weeks of work 
can qualify many individuals for benefits. Benefits are then paid to those people 
for only short periods. Consequently they soon exhaust their benefits. 


25736—58—_—22 
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The exhaustion figures include the “fringe” employees who work only for 
short periods (as during the Christmas season) and many people who are 
actually not seeking work at all. Furthermore, there are in the exhaustion 
figures many duplications, for the same people may exhaust their benefits 
several times within a year. 

These facts are demonstrated by figures from the States indicating that a 
large percentage of “exhaustees” are people who did not draw benefits for the 
maximum duration provided under the State laws. 

There are many people who come into the labor market to seek work only 
in a particular occupation and during a short season of the year and who look 
upon the unemployment benefits that follow this work period each year as a part 
of their pay for the work they do. There are also some employers who enter- 
tain the same viewpoint and who encourage seasonal employees to take full ad- 
vantage of unemployment benefits—not to tide them over while they are seeking 
work, but as a supplement to their regular seasonal incomes. 

These-people exhaust their benefits—not because legal benefit duration is in- 
adequate—but because they are not regularly in the labor market. 


THE INSURANCE PRINCIPLE 


Attention should be directed to the Senate Finance Committee statement 
that “the essential idea * * * is the creation of reserves * * * from which com- 
pensation is paid.” 

Unemployment compensation is frequently called “unemployment insurance’— 
and this is with some justification because unemployment compensation has 
many of the characteristics of insurance—though, of course, not all. 

The building of reserves prior to the payment of benefits was, in fact, one of 
the few requirements that the original Social Security Act imposed upon the 
States. This provision is still carried in the current law. It is the requirement 
“that * * * no compensation shall be payable with respect to any day of un- 
employment occurring within 2 years after the first day of the first period with 
respect to which contributions are required” (sec. 3304 (a) of the Federal Un- 
employment Tax Act—originally Social Security Act, title IX). 

Before making its 1935 report, the President’s Committee on Economic Secu- 
rity made careful statistical studies to determine the probable relationship be- 
tween tax revenues at various rates, reserves, and benefit costs. These were all 
based on the insurance principle of first building the reserves and then paying 
benefits out of these reserves. In recognition of the insurance principle, the 
taxes levied on employers by title LX of the Social Security Act, which has since 
become the Federal Unemployment Tax Act, were called “contributions” rather 
than taxes in the law itself. 

The Senate Finance Committee went further than this by adding to the House 
bill an amendment including what are now sections 3302 and 3308 of the Fed- 
eral Unemployment Tax Act. These are the so-called ‘additional credit” provi- 
sions. They authorize the States to modify the “contributions” that must be 
paid into the unemployment reserve funds by various employers according to 
the employment experience of these employers. In most States the employment 
experience is, in turn, measured in terms of reserves. Account is kept of em- 
ployers’ contributions to the fund and of all withdrawals from the fund for 
benefits to the employees of the employer. The excess of contributions over bene- 
fits paid constitutes the employers’ reserve, and the ratio of the employer's 
accumulated reserve to his payroll may determine his contribution rate. 

This adoption of a quasi-insurance principle is one of the most important 
characteristics of unemployment compensation. It is one of the characteristics 
that distinguishes unemployment compensation from a relief system or from the 
so-called Bristish dole system under which the Government simply appropriates 
out of current or future revenues enough money to pay current relief costs. 

The possibility of establishing and carrying out a program of “unemployment 
insurance” has often been questioned on the ground that unemployment benefits, 
unlike death, fire, accidents, etc., are not subject to actuarial analysis and advance 
determination of costs. But the record shows that the States over a period 
of 20 years have been able to forecast benefit costs and to adjust rates sufficiently 
well so far to maintain the solvency of every State fund, 

Alaska has had to borrow from the Federal loan fund, and at one point Rhode 
Tsland funds declined to the borrowing point. It is anticipated that the current 
recession will reduce some of the other State funds. Oregon has borrowed from 
the fund this year to avoid a current tax increase under its own fund, and it is 
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anticipated that the current recession will reduce some of the other State funds 
to the borrowing point during 1958. But it is significant that 1958 will be the 
first year in which any State has found it necessary to borrow in order to protect 
its reserve. 

Your committee and other committees recognized when passing the original 
law that “unemployment compensation is not a complete safeguard” and that 
all that could be offered under such an insurance program is “partial compensa- 
tion during a relatively short period.” The current exhaustions of unemploy- 
ment benefits are certainly not an unexpected development: nor do they justify 
any indictment of State unemployment compensation systems. 

The real danger today is not at all the danger that unemployment compensation 
will not do the job it was intended to do because the unemployment compensation 
program is doing this job and doing it well. The real danger is that the unem- 
ployment compensation system may be converted into a dole. 

The American workman should be able to look forward to the kind of a pro- 
gram that was contemplated by your committee in 1935. He is justified in looking 
to his State for the continuance of a sound, well-rounded, quasi-insurance pro- 
gram that will give him and his family real protection during future periods of 
temporary unemployment. 

He cannot look forward with any confidence to the continuation of an insurance 
program in future years if the program is to be distorted and twisted in each 
temporary emergency to accomplish purposes for which it was never intended. 

To blanket thousands of people into a program of this sort simply on the basis 
of need, actually means abandoning the system. 

Breadwinners buy life insurance to protect their families in event of their 
death. The amount of the insurance benefits paid to a widow depends upon the 
amount of premiums paid in under the policy. Once these benefits have been paid 
te the widow, she has no further coverage under the policy and to expect the 
insurance company to continue paying benefits simply because of the need of 
the recipient would be nonsense. Society may feel it has an obligation to a needy 
widow, but, if so, this obligation is not met by passing a law requiring additional 
payments under an insurance policy. 

There is little difference in this respect between life insurance and unem- 
ployment insurance. Under the unemployment insurance program a State law 
is, in effect, the policy. The premiums are paid by employers in the form of 


payroll taxes. The benefits to be met out of these taxes are prescribed by 
statute. When the benefits due to a beneficiary have been paid, there is no 
further obligation on the part of this system, and, as in the case of the widow. 
if such relief is necessary, it should be paid under a separate program which 
recognizes the factor of need. 

The statutory provisions of State laws like the provisions of any insurance 
policy are not only somewhat complex, they are closely interrelated. 


WORK REQUIREMENTS 


As noted above, the “premiums” for unemployment compensation are the 
employers’ payroll taxes. These are paid with respect to the wages earned by 
every covered employee. The employee in earning his wages over a period of 
weeks earns also a certain entitlement to benefits when unemployed. The ex- 
tent of entitlement varies from State to State. 

Some States prefer to require considerable work experience—or, as it is 
called in unemployment compensation parlance, “attachment to the labor mar- 
ket.” For example, to become eligible for any benefits in California an applicant 
must have earned covered wages amounting to at least $600 within a base 
year. 

Some other jurisdictions, on the other hand, require very little attachment 
to the labor market. For example, in Mississippi an individual can qualify for 
some benefits after having earned only $90. The District of Columbia has a 
very weak requirement. Here an applicant must have earned only $276 in a 
base year 

To some extent, the variation in qualifying requirements is reflected in the 
duration of benefits. 

Some of the State laws provide for uniform duration for all applicants. New 
York, for example, offers all eligible applicants a uniform duration of 26 weeks: 
but this State, on the other hand, is one of the very few States that require a 
specific period of prior employment. To become eligible for the 26 weeks of 
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benefits in New York State, an individual must have had at least 20 weeks of 
employment. 

To some extent, the weekly benefit rates also réfiect differences in the ease of 
obtaining benefits. In some States people who qualify on the basis of very low 
earnings May receive very small weekly benefits—as small, for example, as $3 
a week in Mississippi. 

On the other hand, the minimum benefit in the State of Washington is $17 
a week; but Washington requires earnings of $800 in a base year in order to 
qualify for benefits. 

These interrelationships of qualifying requirements, computation of weekly 
benefit amounts, minimum and maximum amounts, duration of benefits, and the 
like, have been worked out through careful consideration and many years of 
study by the 48 State legislatures. 


FEDERAL BENEFIT STANDARDS 


A nationwide uniform benefit plan cannot be superimposed over the varying 
pattern of State laws without upsetting these balances. 

The claim has, of course, been made that the laws should be uniform in all 
parts of the country, but this claim is no more valid in the field of unemploy- 
ment compensation than in any other field of law. 

Most of the nations of the world do operate under a system of law that 
is universal and uniform and is determined by a single central government. 
This is an area in which the American type of government differs most radically 
with those of European nations. We believe the debate as to whether, in Amer- 
ica, power should be centralized or should be divided bétween the central Gov- 
ernment and the States is too broad*an area to be covered or solved in the 
single narrow field of unemployment compensation. 

We do believe firmly that the maintenance of a sound unemployment compen- 
sation program in the United States depends upon protection of the integrtty 
and independence of State systems. 

Your committee agreed with this viewpoint in 1935 when it said: “Except for 
a few standards * * * the States are left free to set up any unemployment 
compensation system they wish without dictation from Washington.” 

The standards required by Federal law relate primarily to administration and 
security of reserve funds. The Federal law permits employers to credit State 
taxes against the Federal tax. It also permits employers to take credit for 
the amounts by which their State taxes have been reduced through experience 
rating. 

The Federal law does not impose any benefit standards, nor does it place a 
maximum on State taxes. The 90 percent credit provision has the effect of 
permitting an employer to take credit against the Federal tax for an amount 
equal to 2.7 percent of his pay roll, but the States are permitted to impose 
taxes on employers in excess of 2.7 percent. Many of the States have increased 
their maximum taxes to levels above 2.7 percent, and in these States, such higher 
tax rates have normally been supported by employer groups. 

Our varying pattern of unemployment compensation has many features— 
some good and some bad. One of the bills before vour committee would sub- 
stitute for this varying State pattern a uniformly bad national pattern. 

This bill, S. 3244, would require the States to pay benefits to all eligible 
applicants for 39 weeks, no matter how little prior work experience they 
may have had. It would forbid the States to require more than 20 weeks of 
work experience. This means the States would be required to pay benefits to 
individuals for almost twice as long as their work periods. Few States actually 
require any number of weeks of work for benefit qualification. Where the 
normal formula is used the bill would have the effect of limiting qualifying re- 
quirements to about 15 weeks of work. This is far from a reasonable measure 
of so-called attachment to their labor market. 

The States would be compelled to pay weekly benefits so high, in many cases, 
as to leave very little margin between weekly benefits and the amount of take- 
home pay an individual might expect to earn if he should seek a job. 

The States would be prohibited from denying benefits to applicants who have 
quit their jobs without cause and have refused to accept suitable jobs. They 
would thus be prevented from confining benefit eligibility to those who are invol- 
untarily unemployed. 

The States would be invited to reduce their own taxes, to finance benefits from 
Federal funds and to confine their experience rating programs within such a 
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narrow range as to severely limit, if not eliminate, the existing incentives for 
employment stabilization. 


AN UNJUSTIFIED INDICTMENT OF STATE GOVERNMENTS 


The Federal standard bill—S. 3244, introduced by Senator Kennedy and oth- 
ers—declares that “the systems of unemployment compensation as now consti- 
tuted and administered throughout the several States are failing to carry out the 
purposes and objectives of employment stabilization and security against unem- 
ployment which were sought to be achieved by the enactment of the Social 
Security Act of 1985.” 

The facts are that the States are now paying far more in benefits than was 
originally contemplated ; they are paying these benefits far sooner, and they are 
paying these benefits much longer. 

The States have adopted experience rating systems which have contributed 
substantially toward the stabilization of employment. As noted above, the effect 
of S. 3244 would be to severely curtail existing incentives for employment stabili- 
gation. By inviting universal reduction of State tax rates it would, in fact, 
suggest that the States offer a reward for instability. 

Senator Kennedy's bill, S.-3244, states further that “there are substantial cate- 
gories of employees who, though needful of the benefits afforded by unemploy- 
ment compensation, are not covered for such benefits.” The fact is that the 
States have included in their coverage many groups of people not covered by the 
Federal Act. 

Limitations in coverage are based largely upon administrative considera- 
tions. The best example of this is the case of the self-employed worker whose 
earnings depend solely on how hard he works. There are also many occupations 
in which it would be almost impossible in administering this act to determine 
the proper basis fur either the premium or the insurance benefits. 

The bill states further that the “amounts of unemployment compensation pay- 
able to unemployed persons who are covered are, in most cases, inadequate to 
provide the worker and his family with the basic necessities of life.” This is a 
statement of opinion of the authors of the bill rather than a measurable fact. 

The bill contemplates paying benefits amounting to half the prior weekly 
wages. Its authors seem to ignore the fact that States now pay benefits sub- 
stantially in excess of half the weekly wage. The States, in fact do not normally 
base benefits upon weekly wages. They use several types of formulas. The 
most common are quarterly formulas and these are so weighted as to provide 
weekly benefits in excess of half the weekly wage except in the case of people 
who have not worked for a full calendar quarter in any part of their base periods - 
and for people at the maximum level. 

Maximum benefits in the States vary considerably. These variations reflect 
both the economy of the States and the viewpoint of their people. 

The State laws have been developed and constantly liberalized over the years 
by the responsible bodies of the 48 States. These State legislatures are far 
closer to the people of the States (and this also is an opinion not measurable 
by statistics but one we feel few will dispute) and have a much clearer and 
more detailed knowledge of the local legislative needs of the people in their 
respective States than the Senate of the United States can ever have. 

In the 48 States there are 7,613 men and women serving in legislatures. Each 
of these is elected by the people. We believe they are representative of the 
people by whom they are chosen. They have dealt with unemployment com- 
pensation for over 20 years. They have held thousands of hours of hearings 
on the many details and technicalities of this legislation. Among them there are 
many able men and women who are thoroughly familiar with the exceedingly 
complicated and technical field of unemployment compensation. 

If the technicalities—the details—of unemployment compensation legislation 
were to be developed by the Congress of the United States, one of two things 
would have to be done. Either the Senate Finance Committee and the House 
Ways and Means Committee would have to delegate to other committees much 
of the other legislation now handled by these groups, or special committees on 
unemployment compensation would have to be established by the Congress. The 
writing, in Washington, of an unemployment benefit law to satisfy all sections 
of the country would require the same long, painstaking consideration that has 
been given to the problem by legislative committees of the 48 States. 

The bill, S. 3244, states further that “many, and in some cases, unreasonable 
terms and conditions are imposed upon eligibility to receive unemployment 
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compensation, thus depriving many unemployed workers and their families of 
the benefits of unemployment compensation.” 

The unemployment compensation program is intended to pay benefits to people 
who are involuntarily unemployed and who are normally dependent upon wages 
for a livelihood. If the eligibility provisions of State laws are to be criticized, 
the criticism should be that they require too little work experience. 

Many of the provisions of State laws seem to overlook the presumption that 
beneficiaries have been dependent upon wages for a livelihood. When a State 
pays benefits to an individual who has earned, through his entire lifetime, only 
$200, $300,-or $500, it is covering people who cannot be presumed to have been 
dependent upon wages but must, on the other hand, be presumed to have had 
other sources of income—in most cases, probably either their fathers or their 
husbands. 

The fifth indictment of the State laws is based on the fact that “there are great 
disparities between the States.” There are great disparities in unemployment 
compensation laws as there are in other State statutes. This is characteristic 
of the American type of government. 


UNEMPLOYMENT COMPENSATION AND THE LABOR MARKET 


Perhaps the chief hazard that is met in unemployment compensation is the 
hazard of destroying the balance in labor market incentives. These important 
incentives are the employee’s incentive to keep himself employed and the em- 
ployer’s incentive to provide steady jobs. 

As we pointed out in our testimony before the House Ways and Means Com- 
mittee, “arbitrary federalization can be destructive of sound unemployment com- 
pensation * * * and it also could be injurious to the labor market itself. It 
could become a vehicle for immobilization of the labor force and the creation of 
giant pools of idle men living on Government subsidy.” 

There is in every type of insurance a substantial moral hazard. There is 
always a temptation for people to seek the insurance benefit on its own account. 

Senator Vandenberg, during a hearing before this committee, once pointed 
out that while the American workingman is not lazy, “he is smart enough to 
recognize a bargain when he sees one.” And unemployment compensation can 
offer substantial bargains. A recipient of unemployment compensation benefits 
pays no taxes on this income, he incurs no work costs, such as transportation, 
meals, and the like, and under many statutes his benefits may come within a 
few dollars of what a job would offer him. From his standpoint, if benefits 
while unemployed are within $10 of his take-home pay when working, he is likely 
‘to ask himself: ‘““Why do a week’s work for $10?” 

This hazard is ~well illustrated by section 2 of 8S. 3244. This section would 
prohibit any State from imposing a disqualification of over 4 weeks’ postpone- 
ment with respect to an individual who quits his work without good cause, 
refuses to accept suitable work without good cause, or is discharged for 
misconduct. 

This provision seems to be designed to protect the unemployment benefits 
of people who prefer not to work. 

All of the unemployment compensation laws technically limit benefits to folks 
who are available for work. In other words, benefits are supposed to be paid 
only to those who are “involuntarily unemployed.” Determining whether unem- 
ployment is voluntary or involuntary is the most difficult job of an adminis- 
trator of an unemployment benefit law. The only positive tests that can be 
applied are to offer an applicant a job, or to determine whether the applicant 
has quit a suitable job and, if so, why. It is generally agreed that benefits 
should not be paid to those whose unemployment is voluntary, and it is for 
this reason that the State laws generally impose some restriction upon those 
who have quit their jobs without cause or who have refused to accept suitable 
employment when offered. 

It is exceedingly difficult to write a disqualification provision which is at the 
same time fair te the benefit applicant and protects the integrity of the unem- 
ployment compensation system. The proposal in 8. 3244 satisfies neither of these 
objectives. 

This one section is mentioned simply to illustrate the complexity of the prob- 
lems involved in unemployment compensation. It is illustrative of the type of 
problem that has been before State legislatures during the “thousands of hours 
of hearings” referred to above. Members of 48 legislatures have in good con- 
science explored the many reasons why people quit their jobs, what is suitable 
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work, why people may or may not refuse a job offer, what is good cause, what is 
misconduct, and what is meant by “in connection with his work.” These legis- 
Jatures have arrived at different conclusions—some more liberal and some more 
strict. 

We honestly do not believe that we, as a national organization, are competent 
to judge precisely which provisions of the State laws are best and which are 
worst. We doubt seriously that a committee of Congress is competent to make 
the final judgment as to which of these provisions is right and which is wrong. 
We believe that 23 years ago this Congress arrived at the only sound solution. 
That solution was to leave these problems to the members of the State legis- 
latures who are closest to the many different types of conditions found in the 
different labor markets of the United States. 3 

If the Congress were to consider seriously the enactment of a bill like S. 3244, 
every section, every line, and almost every word of this bill would have to be 
carefully analyzed from the standpoint of its effect on the unemployment com- 
pensation program and the labor market. 


FEDERAL LOANS TO EXTEND DURATION 


The bill passed by the House, H. R. 12065, does not go nearly as far as does 
§. 3244 in substituting the judgment of Congress for that of State legislatures. 

The original administration bill, H. R. 11679, would have made acceptance of 
Federal loans by the States compulsory. This would have established a prin- 
ciple of government more serious in its implications than any effect it might 
have had with respect to unemployment compensation. 

The current bill, H. R. 12065, does not contain this compulsory provision. Its 
acceptance by the States would be voluntary. 

The bill as reported by the House Ways and Means Committee, in addition to 
authorizing use of Federal grants to pay unemployment benefits, would have 
violated sound unemployment compensation principles in two respects: 

1, It would have applied this program to people who had had no covered em- 
ployment. This proposed dole would not only have violated all of the insurance 
principles previously mentioned, it would have been impossible for the States to 
administer. 

2. The bill required a uniform extension of benefits, amounting to an addi- 
tional 16 weeks for all beneficiaries. When the States have already given as 
much as 5 or 10 weeks of benefits to people who have only worked for as little 
as 6 weeks, there can be no sound reason for giving these people an additional 
16 weeks of benefits from Federal funds. 

When an individual exhausts his benefits before receiving the maximum pro- 
vided by State law, the reason is not to be found in any shortcoming of the 
law ; the reason is simply that the individual has not had any substantial attach- 
ment to the labor market. 

Extension of the benefit duration of people who have not yet received the 
maximum provided by the State law cannot be justified on the basis of unem- 
ployment compensation objectives. 

If extension can be justified at all, it can be justified only with respect to 
people who have had enough work experience to have been eligible for the maxi- 
mum benefits already provided. There is no State that requires an individual 
to work more than 20 weeks to be eligible for maximum duration. 

In this respect, the compromise bill, H. R. 12065, follows the original admin- 
istration bill and is a substantial improvement over the House committee bill. 
While the bill would provide some extension of benefits to people with almost no 
work experience, this extension would be limited to half of what they have re- 
ceived under State laws. 

While we believe that even H. R. 12065 is an unnecessary step toward the 
substitution of Federal for State policy determination, we believe this bill is far 
superior to any other that is now before your committee. 

In conclusion, we would like to offer the following comments regarding the 
probable effects of H. R. 12065 if adopted : 

Most of the States presently have substantial and adequate reserves. It is 
difficult for us to understand why a State legislature having been induced by a 
Federal act or any other reason to extend its unemployment benefits for an addi- 
tional period would then seek a loan from the Federal Treasury for this purpose. 
Reason would seem to dictate that the benefits be paid out of current reserves 
and that the current State taxes be adjusted, if necessary, in order to support 
the higher benefit costs. 
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The original program required that the States first build up reserves out of 
employment taxes and then pay the benefits out of reserves. If any State at 
that time had attempted to pay benefits first and collect the taxes later it would 
have violated the requirements of the Social Security Act. What the bill before 
you asks, in effect, is that the States borrow money they do not need from a 
Federal Treasury that cannot now meet its own obligations out of current taxes, 
and spend the money for purposes not provided by State laws. 

The only congressional action that is likely to be necessary this year is an 
additional appropriation to the present loan fund. 

Most States need no help at the present time; a few need some financial 
support. Legislation providing this financial support has already been enacted, 
Originally your committee initiated amendments which established the so-called 
George fund providing for advances to States. Subsequently, this law was 
superseded by the present loan fund, in which there is now $200 million avail- 
able to be lent to any State whenever its unemployment compensation reserve 
declines to a level equivalent to 1 year’s benefit payments. 

Without any legislation whatever, the demands against this loan fund this 
year are likely to exceed substantially the $200 million in the fund. It is, in 
fact, quite possible that before the end of the current calendar year the States 
might ask for amounts aggregating more than twice the present loan fund. 

Additional appropriations are already authorized by law. The statute estab- 
lishing the loan fund authorizes appropriation to the fund of the excess of the 
previous revenue from the Federal unemployment tax over the amount pre 
viously paid by the Federal Government for employment security administration, 
(Social Security Act, sec. 904 (h)). This amount was estimated at $836,665,000 
during the Appropriations Committee hearings of March 1953 on the labor- 
social security appropriation bill (p. 300). 

Demands upon the loan fund within the next 12 months could require the 
appropriation of all of this money. 

The potential loans we refer to would be requested merely to maintain the 
present level of benefits. The bill, H. R. 12065, proposes to extend loans in 
the amount of $640 million (according to the Secretary of Labor) for benefits 
over and beyond the present levels. 

To be sure, we hope that most of the States, regardless of H. R. 12065, will 
wisely continue to finance their own unemployment benefits. If this is the 
case, the borrowing under H. R. 12065, if passed, may be substantially less than 
the current estimate. 

But on the other hand, there is no assurance that the States will not borrow 
more than is now anticipated. Before the Congress passes H. R. 12065, con- 
sideration should be given to the possibility (which is quite real) that State 
borrowing under the present law, plus the additional borrowing authorized by 
H. R. 12065, may add as much as $1% billion to the Federal deficit in the fiscal 
year 1959. 

In conclusion, we do not believe that placing pressure on the States to extend 
unemployment benefits is a proper responsibility of the Congress. But if such 
action is to be taken, at least the final decision should be left to the voluntary 
action of the States, as it is in H. R. 12065. 


STATEMENT BY W. EARL MILLER ON BUREAU OF THE NATIONAL RETAIL MERCHANTS 
ASSOCIATION REGARDING PROPOSED LEGISLATION TO PROVIDE FOR FEDERAL SUPPLE- 
MENTATION OF STATE UNEMPLOYMENT BENEFITS BEFORE THE SENATE FINANCE 
COM MITTEE 

INTRODUCTION 


My name is W. Earl Miller. I am vice president of Ed. Schuster & Co., Ine., 
Milwaukee, Wis., and chairman of the social security committee of the National 
Retail Merchants Association with offices at 100 West 31st Street, New York, 
a. Be 

The National Retail Merchants Association has a membership of over 10,300 
department and specialty stores located in every State in the Union and abroad. 
Its members provide employment for several hundred thousand of our citizens 
and do an annual volume of business in excess of $18 billion. 
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STATEMENT OF PRINCIPLE 


This association wishes to emphasize that it has in the past and reiterates 
its support for the principle of unemployment insurance to provide a means of 
security to the workingman who, through conditions beyond his control, is um- 
able to find gainful employment. 

During the great depression of the 1930's, the Congress became acutely aware 
of the plight of millions of men and women who were unemployed through no 
fault of their own. Congress, therefore, in 1935, enacted the Unemployment 
Compensation Act to provide unemployment insurance for a large proportion of 
the industrial and commercial labor force. It is noteworthy that Congress, in 
1935, at a time when action to alleviate financial hardships of the unemployed 
was far more imperative than it is now, did not set up a single Federal system of 
unemployment insurance. Rather, through a tax-offset device, it encouraged the 
States to establish their own systems conforming to a few broad Féderal stand- 
ards. Within 2 years, the 48 States, the District of Columbia, Alaska, and 
Hawaii had enacted State unemployment insurance laws adopted to fit the econ- 
omies and special conditions of their respective States. Amendments to these 
laws have been made over the years so as to best serve the needs of the States. 


WHAT H. R. 12065 PROPOSES 


H. R. 12065 in brief, provides for the granting of Federal loans to the States 
that elect to extend their benefits. Those States electing to participate would 
be required to pay the loans within 4 years. The Federal loans would have the 
effect of financing a 50-percent extension of the benefits currently being received 
under State laws. The amount and duration of benefits will, of course, vary 
from State to State. 

It is the considered view of the National Retail Merchants Association that— 

1. The economic situation is not sufficiently serious so as to require the 
payment of Federal funds to unemployed individuals. 

2. Any Federal assistance, however, which Congress deems necessary in 
the area of State unemployment compensation should be made on the basis 
of improving the general assistance systems of the States and not dedicated 
to specific individuals who may have exhausted their benefit payments under 
State law. 


DOES THE ECONOMIC SITUATION CALL FOR FEDERAL FUNDS? 


The figures indicate that much is being done by the States to alleviate the 
financial difficulties of the unemployed. The States are dispensing benefits at 
a present rate of $15 million every day, and have paid out over $1 billion since the 
first of the year or at a projected rate of $4 billion for the entire year. 

Recipients of benefits average about $2,750,000 weekly and receive about $30 
average weekly benefit. 

State reserves stand at an impressive figure of $8 billion or enough to pay 
benefits at current rates (without increasing taxes) for at least3 years. Federal 
money available for loans to the States under Public Law 567 (Reed Act) exceeds 
$200 million. Alaska has already borrowed from these funds. Oregon is eligible 
and it is anticipated that Michigan and Pennsylvania, more aggrieved from 
unemployment than the other States, will be elicible to borrow very shortly. 

In brief, the States are performing the tasks laid out for them as the drafts- 
men of the 1935 act had envisaged they would. It is clear that if the States 
See the need to increase benefits to the workers, sufficient State funds are avail- 
able in reserve to accomplish this objective. 


SUMMARY AND CONCLUSION 


A review of the operation of the State unemployment compensation laws 
since their enactment demonstrates that the States have carried out the mandate 
of Congress in the dispensing of unemployment benefits. These laws have been 
amended where local conditions warrant to provide increased benefits necessary 
without the intervention of the Federal Government. 
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The States have more than sufficient funds to extend benefit payments if ang 
when necessary, without incurring additional debt or increasing taxes. The 
Federal Government must borrow every nickel necessary to finance the addi- 
tional benefits. 

The States have demonstrated that they are just as mindful, if not more go, 
of the needs of its citizens as is the Federal Government. If conditions require 
it, the legislatures can be expected to act promptly to extend benefits. 

The need for Federal assistance has not, in our opinion, been demonstrated, 
If, however, Congress sees fit to extend such benefits, they should be directed 
toward improving the State’s general assistance systems and not restricted 
solely to individuals who have exhausted their benefit rights. 

I wish to express my gratitude and appreciation to the committee for giving 
me the opportunity to present these views. 

Sincerely yours, 
W. Eart MILLER, 
Vice President, Ed. Schuster é Co., Inc., Milwaukee, Wis., and Chair- 
man, Social Security Committee, National Retail Merchants Asso- 
ciation. 


















(The following information subsequently submitted by Senator 
Jacob Javits relates to interrogation on pages 207 and 209 :) 


Under the New York unemployment-insurance law an employer’s individual 
tax rate is assigned each year from 1 of 8 different schedules of rates based on the 
condition of the unemployment-insurance fund as determined by the size of the 
fund index, which is the relationship between the fund reserve on July 1 and the 
States total taxable payrolls for the preceding calendar year. For 1959 the sched- 
ule to be used will involve higher tax rates than in 1958 because the size of fund 
index on July 1, 1958, will be between 8 and 9.5 percent, whereas a year earlier it 
was above 9.5 percent. This change in schedule is independent of other changes 
made by legislation enacted in 1958. 


(The following information, referred to on p. 247, was subsequently 
submitted by Mr. Stam :) 


It is estimated that nationally as of the midweek of April 540,000 persons who 
had previously exhausted unemployment-insurance benefits were unemployed. 
This estimate was developed on the basis of information obtained in post- 
exhaustion studies conducted by the State employment security agencies, on the 
duration of unemployment of claimants after they exhausted unemployment- 
insurance benefits. 

(Source: United States Department of Labor. ) 














(The following information, referred to on p. 186, was subsequently 
submitted by Mr. Stam :) 


















Cost oF ADMINISTERING THE UNEMPLOYMENT TRUST FUND 





The Federal unemployment tax is a 3-percent tax levied upon the payrolls 
(up to the first $3,000 of annual income of workers) of all employers of 8 or more 
workers during 20 weeks in the year in all but certain specified categories of 
employment. The employer is permitted to offset up to 90 percent of the Federal 
tax (2.7 percent of taxable payrolls) with any taxes paid to an unemployment- 
insurance system under the laws of the State in which he does business. The 
Federal law also permits the employer to include in his offset any State tax 
savings that are allowed him under the laws of his State. 

When the Congress passed the unemployment-taxing provisions of the Social 
Security Act of 1935 it was believed that 10 percent of the total cost of the 
unemployment-compensation program would be needed for administrative 
expenses. For this reason the law provided the maximum offset of 90 percent 
(2.7 percent of taxable wages) and reserved 10 percent of the tax for the 
Federal Government. Federal tax collections from this source were not ear 
marked for employment-security purposes prior to 1954 but went into the 
general fund of the Treasury. Each year Congress appropriated money for 
grants to the States to cover the administrative expenses of this program. The 
amount of the appropriation was determined by the administrative needs of the 
States and not by the estimated collections of the Federal unemployment tax. 
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Contrary to the original intent and expectation of Congress, the three-tenths 
of 1 percent tax has proved to be excessive and threugh fiscal year 1953 has 
yielded approximately $760 million in excess of the funds that have been disbursed 
to the States to meet the Federal-State administrative costs of the program. 

The George loan fund, enacted in 1944 (Public Law 458, 78th Cong.), provided 
for the establishment of the Federal unemployment account in the unemployment 
trust fund. It authorized appropriations to that account in an amount equal to 
the excess of unemployment taxes collected prior to July 1, 1943, over the total 
unemployment administrative expenditures made prior to July 1, 1943. It also 
authorized appropriations to the Federal unemployment account for the fiscal 
year 1945 and for each fiscal year thereafter, a sum equal to any excess of 
taxes collected in the preceding fiscal year under the Federal Unemployment Tax 
Act over the unemployment administrative expenditures made in such year and 
further sums necessary to carry out the purposes of title XII relating to advances 
to State unemployment funds. It further provided that any amounts in the 
Federal unemployment account on October 1, 1947, be covered into the general 
fund of the Treasury. 

This fund was established to carry out the recommendations of the Special 
Committee on Post-War Economic Policy and Planning that the unemployment 
compensation law be amended to “guarantee the solvency of State unemployment 
compensation funds through the setting up of a revolving loan fund to make loans 
to the States at any time the compensation reserves of a State prove to be in- 
adequate” (S. Rept. 539, pt. 5, 78th Cong., 2d sess.). In connection with con- 
sideration of the George loan fund, the report of the Senate Finance Committee 
stated : 

“There has been much controversy as to whether the unemployment-compensa- 
tion system should be federalized or whether the prevailing system of State ad- 
ministration should continue. The Special Committee on Post-War Economic 
Policy and Planning held extensive hearings and had before it numerous pro- 
ponents of both plans. Those hearings culminated in the report above mentioned. 
The testimony adduced was made available to this committee. 

“The committee concurs in the conclusions of the Post-War Committee that 
the administration of unemployment compensation laws should remain with 
the States and that the Congress should not interfere with State standards 
and State procedures.” 

The act establishing the fund was amended in 1947 by Public Law 379 of the 
80th Congress which continued the authorization of the appropriation of the 
excess of taxes collected prior to July 1, 1946, over the unemployment admin- 
istrative expenditures made during the same period, plus the excess of taxes 
collected in the period between June 30, 1946, and ending on December 31, 1949, 
over the administrative expenditures made during that period. Public Law 
379 also provided that any amounts in the Federal unemployment aceount on 
April 1, 1950, be covered into the general account of the Treasury. 

The provision was again amended in 1950 to provide for an authorization of 
appropriations to the Federal unemployment account of the excess of taxes 
collected in the period June 30, 1946, to December 31, 1951, over the unem- 
ployment administrative expenditures during that period. It was further pro- 
vided by the 1950 amendments that any funds in the Federal unemployment 
account on April 1, 1952, be covered over into the general fund of the Treasury. 

The present language of the loan fund provision was added to the statute in 
1954 by Public Law 567 of the 83d Congress, the so-called Reed Act which 
provided for a permanent authorization of appropriations to the Federal Unem- 
ployment Act of the excess of taxes collected from the inception of the unem- 
ployment compensation system through June 30, 1953, over the administrative 
expenditures made during the same period. It further provided, in the case 
of fiscal years beginning after June 30, 1953, that the excess of tax collections 
over administrative expenditures be earmarked and placed in the unemploy- 
ment account until that account reached a balance of $200 million. The excess 
of tax collections over whatever is necessary to maintain the balance at $200 
million is then returned to the States. 

The $200 million balance in the Federal unemployment account is retained 
as a loan fund which is available to States with depleted reserve accounts for 
the purpose of assisting them in financing their unemployment benefit payments. 

Repayment of advances obtained by States may be made by either (@) trans- 
ferring funds from the trust account of the borrowing State to the Federal un- 
employment account, or (b) a decrease in the 90 percent allowable credit against 
the 3 percent Federal unemployment tax. This decrease in the allowable credit 
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will begin after the fourth January 1 on which the outstanding advances haye 
not been repaid by transfer of funds from the States trust fund. The decreage 
in the credit will be at a accumulative rate of 5 percent of the tax for each year 
in which the advance is still outstanding. This repayable feature was recom. 
mended by the Conference of State Officials administering State operations of 
the unemployment compensation program and was designed to eliminate much 
of the States discretion as to whether they would revise their tax structures 
so as to make any advances from the fund, in fact, repayable. The report of 
the Senate Finance Committee stated : 

“The provision of a loan account, as established under H. R. 5173, from 
which States with depleted accounts may secure repayable advances, recog- 
nizes the Federal interest in protecting the solvency of State trust accounts in 
a manner consistent with the original intent that States be charged with ultimate 
responsibility in financing the benefits which they elect to provide.” 





BREADLINES GROW LONGER 


Testimony In Support Of Legislation To Improve and Extend Unemployment 
Insurance Benefits Filed with the Senate Committee on Finance By William 
Pollock, General President Textile Workers Union of America, AFL-CIO, 
New York 3, New York 


Mr. Chairman and members of the committee, my name is William Pollock. 
I am the general president of the Textile Workers Union of America, AFL-CIO, 
on whose behalf this statement is presented. The Textile Workers Union of 
America represents over a quarter of a million workers in 36 States. 

Nelson Cruikshank, representing the AFL-CIO, has testified before your com- 
mittee and has made specific recommendations regarding the pending legisla- 
tion dealing with the problem of unemployment insurance. On behalf of the 
Textile Workers Union of America, I endorse and support Mr. Cruikshank’s 
statement. My purpose in offering this testimony is not to add emphasis by 
repetition but to strike a note of urgency by citing certain cruel facts about the 
impact of unemployment in the textile industry. 

For the first time since the darkest days of the great depression there are 
breadlines in the twin towns of Biddeford and Saco in Maine. 

Twice daily lines form outside the offices of the Biddeford and Saco overseers 
of the poor and Government surplus foods are distributed, as well as provi- 
sions donated from neighboring cities. A couple of months ago almost 1,000 
persons stood in line during a heavy snowstorm in the hope of obtaining some 
part of a shipment of fish that had been donated by merchants in Portland and 
in Massachusetts for distribution. More than 1,000 Maine national guardsmen 
have joined together to donate canned goods and staples to the hungry people 
of Biddeford, Saco, and the surrounding area, and the Girl Scounts in the region 
have been collecting food on a weekly basis to help meet the crisis situation. 
Other groups in other cities in New England reading of the plight of the people 
in Biddeford-Saco area have made donations of food and clothing. 

While our people are grateful for the help they have received and are re- 
ceiving, they do not want charity; they want jobs. If and when jobs are un- 
available, they want an adequate and dignified program of unemployment insur- 
ance to help tide them over periods of slack employment. 

Let me give you a brief bit of background on this critical situation in these 
twin cities in the State of Maine. 

According to the local chambers of commerce, in July of 1948 there were 8 
principal employers in the labor market area employment over 10,000 persons 
whose joint weekly payroll came to around $508,000. About the same time last 
year, with the big Bates Manufacturing Co.’s Biddeford plant—the largest em- 
ployer—a textile plant—shutdown, employment had dropped to 6,400 and pay- 
roll to $456,000. In March of 1958, however, the number of persons employed 
in the 7 remaining plants was just a little over 3,700 persons with total payroll 
down to $200,350. 

As you will readily note from these overall figures, this is an area where em- 
ployment has shrunk to almost a third of what it was 10 years ago and payroll 
is down to less than half of its former figure. What this means in terms of 
human suffering and misery can perhaps be guessed at when you look at the 
following figures on the relief rolls in these two cities. 
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Two weeks ago in Saco there were 145 families on complete relief. On so- 
called general relief there were 1,395 persons. In the general relief category are 
those who get handouts of surplus foodstuffs supplied by the United States 
Department of Agriculture, plus whatever extra donations happen to arrive from 
sympathetic citizens not so hard hit by unemployment. 

In Biddeford last November there were 92 families on full relief. Two weeks 
ago 198 families (with a total of 740 individuals) were on full relief. Over 
3,000 persons were on general relief. In the two cities, therefore, there are 
today about 4,200 persons who are getting some form of public and private assist- 
ance simply because they have no employment and are in dire straits. 

One other figure which will indicate the trend in this area—which is steadily 
going from bad to worse—is this : 

For the week ending May 10, 1958, the State employment office reported 
2397 receiving unemployment benefits. A week later, on May 17, this figure 
had risen to 2,500 drawing benefits. The number of exhaustees—those who have 
drawn the maximum number of weeks of benefits—is roughly 1,100. 

In Biddeford there is an institution where the destitute aged are cared for 
called the City Homestead. Last April there were 12 inmates of this home; 
now there are 26 inmates and the city is dividing rooms in half by building par- 
titions to take care of a long list of new applicants. All of these new cases, I 
am informed, are of aged parents whose children or relatives are so hard pressed 
that they have been obliged to turn over the care of these elderly persons to this 
public institution. 

Even if there should be a general business pickup in the country as a whole 
which would reach the Biddeford-Saco area in due course, this would not help 
the bulk of the unemployed because the mill in which most of them worked has 
shut down completely and will not reopen. For these persons even an exten- 
sion of benefits as proposed in the McCarthy-Kennedy bills would not be a 
solution—although a very important aid. Obviously these displaced textile 
workers cannot and will not find alternative employment until there is a quite 
marked improvement in economic conditions in the region in which they live. 
But meanwhile the community as a whole suffers from crippling effects of the 
large number of textile unemployed. A more adequate system of unemploy- 
ment insurance benefits is imperatively needed to alleviate the sufferings of 
those whose jobs have disappeared altogether but also to limit the crippling 
economic effects in the area as a whole of the central core of unemployment. 

There may be a disposition to minimize the plight of the unemployed in Bidde- 
ford-Saco by saying their case is unique—that other areas are not hit as hard. 
But the hard fact is that the figures will show other labor market areas in the 
United States where the percentage of unemployment is not strikingly different 
from the percentages in these particular places in the State of Maine. Unem- 
ployment is severe in virtually every textile center in the United States—both 
in the North and the South. Relief rolls are doubling, and more than doubling, 
in most of those cities and towns where textile mills have closed down or where 
there are prolonged and severe layoffs. Impartial surveys made in recent 
years show that the average current duration of benefits nowhere near covers 
the length of time it takes until displaced textile workers find other jobs. Indeed, 
the facts demonstrate that a growing percentage of these workers are perma- 
nently forced out of the labor market. 

In North Carolina a couple a weeks ago a laid off textile worker shot and 
killed himself. It is really a wonder that more such cases have not been re- 
ported. The anguish and desperation which these jobless men and women 
suffer is so evident and real that it should induce prompt and effective action 
by the Congress of the United States. Even if Biddleford-Saco were the only 
really bad trouble spot of its kind in the United States today—and it is not— 
the Congress should take appropriate steps to alleviate and correct such a 
situation. It is actually degrading to force people to stand in line week after 
wek to enable them to get a meager and insufficient ration. As a proud and 
capable people we must not permit this deplorable and unnecessary condition 
to continue. 

In the name of the unemployed in Biddeford-Saco and in the name of the 
tens of thousands of unemployed textile workers throughout the United States, 
the Texile Workers Union of America calls upon Congress to move promptly 
and resolutely to adopt adequate measures to relieve human suffering and 
distress and to strengthen our total economy. 


(Whereupon, at 4:15 p. m. the committee was adjourned, to re- 
convene at 10: 10a. m., Friday, May 16, 1958.) 
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FRIDAY, MAY 16, 1958 


Unirtep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) pre- 
siding. : 

Present: Senators Byrd, Frear, Douglas, Anderson, Gore, Martin, 
Williams, Carlson, and Bennett. 

Also present: Elizabeth B. Springer, chief clerk; and Colin F. 
Stam, chief of staff, Joint Committee on Internal Revenue Taxation. 

The CuHarman. The committee will come to order. 

I submit for the record the following telegram which I have just 
received from Don Robinson, editor of the American Press, Stanton, 


N.J. 


May 14, 1958. 
Senator Harry Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, 
Washington, D.C.: 


First 300 replies to recession survey now being made among grassroots news- 
paper editors by the American press show 83 percent opposed extension of unem- 
ployment insurance to be paid for by: Federal Government: 59 percent opposed 
extension through loans to States: Opinion equally divided on grants to com- 
munities for work projects. This preliminary data on survey to be complete 
next week. May be helpful in debate on these matters now going on in Senate. 


Don Rosinson, 
Editor, The American Press, Stanton, N.J. 

The Chair recognizes Senator Martin, for introduction of Mr. Batt. 

Senator Martin. Mr. Chairman, with apologies to Senator Ken- 
nedy, my idea is to have Mr. Batt testify after Senator Kennedy. 

I want to present to you William L. Batt, who is the secretary of 
industry and labor of the Commonwealth of Pennsylvania. 

Mr. Chairman, he is not only testifying on his own behalf but he 
is representing our distinguished Governor, George L. Leader, who 
originally intended to come but matters have come up which make it 
impossible for him to do so, and I also apologize to Mr. Batt that I 
will not be able to hear his testimony or the testimony of our distin- 
guished colleague, Senator Kennedy. _ 

The Cuarrman. Mr. Batt, will you sit over on this side, please, sir. 

The first witness is Senator Kennedy. 

Senator Kennedy, we are datahand have you appear before this 
committee. 

Please, proceed in your own way. 

Senator Kennepy. Thank you, Senator. 
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STATEMENT OF HON. JOHN F. KENNEDY, UNITED STATES SENATOR 
FROM THE STATE OF MASSACHUSETTS 


Senator Kennepy. Mr. Chairman and members of the Finance 
Committee. 

I appreciate this opportunity to testify on pending legislation deal- 
ing x with unemploy ment compensation. 

his is a national problem, the result of national economic forces— 
and it requires nationwide action on the Federal level. 

H. R. 12065 as passed by the House, will do nothing whatsoever for 
the following unemployed workers: 

1. Unemployed workers in States which lack statutory or constitu- 
tional Sothasitg to participate in this voluntary program. 

The Cuamman. Do you have a copy of ‘your statement for the com- 
mittee ? 

Senator Kennepy. It is being printed up. 

The American Law Division of the Library of Congress informs 
me that it can find no State constitution in ‘which the governor is 
granted the power to obligate the State in fiscal matters. 

I have here their statement, which says that we have examined the 
constitution of the States listed as to the constitutional powers of the 
governor to obligate the States in fiscal matters and found no instance 
in which such power is granted to the governor. 

In many States, even if the legislature could be summoned to pass 
enabling legislation, the State constitution has been interpreted to 
prevent the incurrence of this kind of obligation. 

I question how many States will accept Secretary Mitchell’s para- 
doxical legal opinion that no State is “obligated” to repay. 

They simply face a higher Federal tax on their employers if they 
do not. 

2. Unemployed workers in States financially unable or unwilling 
to accept the harsh repayment features of this bill. Many States con- 
stitutionally able to enter into this program may refuse because its 
ultimate effect would be worse than their present circumstances. 

This program gives them no money. It simply makes money avail- 
able now which will have to be repaid later, either by the State or 
its employers. 

The latter is clearly undesirable, when employers in other States 
not joining the program will be paying lower taxes, and we will have 
a continuation of this competitive feature which has been discussed 
by previous witnesses. 

And repaying these funds from State sources, including the pay- 
meit of a share of Federal administrative expenses as w ell, is not as 
advantageous as paying for extended benefits now from their own 
resources, without paying the Federal administrative costs. 

States that do not’ have the funds to do so now can alw ays obtain 
a loan from the Reed fund enacted in 1954. 

In short, few, if any, States will find any financial advantage in 
joining this plan—most will decline because of financial disadvan- 
tages—and their unemployed workers will get no benefit from it 
either. 

3. Unemployed workers in States whose authorities are opposed to 
participation in this program for policy reasons, will not receive any 
benefit from this bill. 
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Even if there are States where it would be legally feasible and finan- 
cially desirable to request these funds, there is no assurance of their 
eae aps 

The bill leaves that decision entirely up to the political processes 
of each State—to individual governors or legislatures that may, for 
reasons ranging from conscientious belief to partisan maneuvers, de- 
cline to participate. 

This will leave their unemployed workers out of this program, too. 

I am afraid, Mr. Chairman, that most States will fall into one of 
the above three categories, that this Congress will be embarrassed a 

ear from now to see its bill to help the unemployed helping no one 
ae their States have not participated for legal, financial, or 
policy reasons. 

But that is not all. Even if a State should participate, this bill of- 
fers no help whatsoever to unemployed workers in these categories 
also : 

4. Unemployed workers ineligible for any benefits at all. 

Perhaps Congress would not now attempt to make uniform the crazy 
quilt, inconsistent pattern of disqualification requirements that now 
deny benefits to many workers. 

My own bill, S. 3244, attempts to do so in a fair and uniform manner. 
The Congress has no reason whatever for refusing to extend cover- 
age to employees in shops of one or more. 

The President has long requested it. Eight States have success- 
fully adopted it though in various forms. 

How can we justify paying benefits to the worker losing his job in 
a shop of 4 employees and paying no benefits at all to his neighbor 
who lost a job in a shop of 3 employees, particularly when just across 
the State line we will be paying benefits to the man who worked in a 
shop of 3. 

5. Unemployed workers now receiving benefits so inadequate their 
families cannot subsist on it. 

The man drawing a benefit of less than $20 a week and forced to 
turn now to public relief or private charity, is not helped by extending 
that small benefit a few more weeks. 

Neither to any extent are the taxpayers or relatives supporting him, 
the merchants waiting for their bills to be paid. 

The President has long urged recognition of a decent standard of 
50 percent of a man’s wages, up to a maximum of two-thirds of the 
State’s average wage. 

This is small enough to prevent deliberate idleness and large enough 
to make possible a decent standard of living and health. But the 
pending bill ignores this problem entirely. It ignores the fact that 
the cost of living has more than doubled since the present act was 
passed. That wages have likewise increased—but that unemployment 
benefits, which once met the President’s standard, have not kept pace 
and will not unless Congress acts. 

The prevailing bulk of our unemployed workers fall into 1 of these 
5 categories I have described. They will receive no help whatsoever 
from this bill. They cannot possibly have benefits in the next few 
months when they urgently need benefit. 

Whom then does the bill help ? 
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It purports to help one remaining group—unemployed workers 
who have exhausted their benefit rights. But it offers practically 
no help whatsoever to this group either, for three reasons: 

(a) There is no assurance that their State will participate, for the 
reasons previously outlined. At best a legislative session and lengthy 
litigation will be required before the benefits can be paid—and the 
man who has exhausted his benefit rights now cannot simply stand 
by and wait. 

(6) There is no assurance that their State, even if participating, 
will offer any substantial change. 

For the extension of the benefit period in participating State is not, 
as Secretary Mitchell implied, 50 percent of the existing period, but 
whatever amount the State decides—up to a maximum of 50 percent, 

A State that wishes can extend its program by only 1 percent or 
1 day under this program and it could do so. Yet a State with a 
very short period that wished to meet the President’s request by 
doubling its benefit period could not receive the fund to do so under 
this bill. 

(¢) Finally, even a maximum 50 percent extension is of little value 
in many States . A worker now eligible to receive benefits for only 
5 or 10 weeks is not helped much by adding 50 percent to that 
period. 

President Eisenhower long ago urged a concept of uniform dura- 
tion, who set the minimum standard 5 years ago at 26 weeks, and who 
this year urged a uniform 39-week period for all States presently 
offering 26 weeks. 

In short, H. R. 12065 accomplishes nothing whatsoever. It simply 
permits each State legislature, if it so wishes, to use its own resources 
or credit to extend its own benefit period by as much as it likes up to 
50 percent—all of which it can do now, without paying any Federal 
administrative costs. 

The bill does nothing for the great bulk of our unemployed 
workers—it does nothing to restore purchasing power in the current 
recession—it is wholly inadequate even as an emergency bill. 

If it extended coverage, raised benefits, more substantially extended 
duration, made participation automatic and substituted the concept 
of reinsurance for repayment, it would be a more adequate stopgap 
solution for the emergency. 

But I believe that we need more than a stopgap solution. I think 
the inequities and inadequacies of our present unemployment com- 
pensation system preceded this emergency and will long outlive it 
if Congress does not take the opportunity to correct them now. 

If the system is not adequate to the test of this recession, it will not 
be adequate for any future recession. If it offers little help to un- 
employed workers and their creditors now, it will offer them no more 
help in better times. 

1 would urge, therefore, that your committee consider the provisions 
of S. 3244, which I introduced in February along with 17 other 
Senators. This bill establishes permanent and immediate nationwide 
standards: 

(a) For coverage of employees in shops of one or more, as recom- 
mended by the President ; 

(6) For benefits meeting the President’s recommendation of one- 
half a worker’s wage, up to two-thirds the State’s average wage; and 
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(c) For a uniform duration period of 39 weeks, the same period 
the President recommended this year for all States with 26-week 
periods (a majority). 

This bill restores our unemployment compensation system to the 
role it was intended to play in the life of our economy and in the life 
of our jobless workers. 

Instead of discouraging or postponing State and congressional ac- 
tion on the system’s defects, it provides for such action now. 

Instead of perpetuating the weaknesses and inequities of the present 

rogram, it removes them. Instead of bypassing the $8 billion now 
in State unemployment reserves, it draws on them. 

Instead of widening the gaps in employers’ taxes in the various 
States, it narrows them. 

Instead of ignoring the various categories of unemployed workers 
mentioned, it offers them real help until they are back on the job. 

Instead of endangering the status of our State reserves by requir- 
ing them to repay funds or face a higher tax regardless of their 
financial ability—a far cry from the old George loan fund estab- 
lished by the late ranking member of this committee—it backs them 
up through reinsurance. 

Instead of delaying relief while legislatures debate and lawyers 
argue, it puts money into the hands of the unemployed immediately. 

In short, it preserves our unemployment insurance system instead 
of bailing it out. It puts it back on a sound basis instead of forcing 
workers to ask for a dole. 

It offers a nationwide solution, for all States, for a national 
problem. 

The issue is not, as some suggest, a loan versus a grant. That is 
almost irrelevant. 

The real issue, I think, is the question of whether this Congress 
will take affirmative action. 

I am grateful for this opportunity to testify on this issue. 

The CuHarrmMan. Senator Kennedy, on page 27 of your bill I see 
this language: “Hereby authorized to be appropriated out of any 
money in the Treasury not otherwise appropriated such sums as may 
be necessary to carry out the provisions of this section.” 

Would your bill draw the money out of the Federal Treasury ? 

Senator Kennepy. There is a period, while the State legislatures 
are meeting, of slightly more than a year when the Federal funds 
will be available for this purpose. 

The CuHarrman. What will be the cost to the Treasury ? 

Senator Kennepy. Well, I think it would be about a billion two 
hundred million. 

The CHatrmMan. $1,200 million—that is for 1 year? 

Senator Kennepy. Yes. The problem is 

The CuHarmrman. One second, please. 

Senator Kennepy. Yes. 

The CHarrmMan. Suppose the States do not meet these new stand- 
ards ? 

Senator Kennepy. They would be obliged to do so under these 
new standards. 

The Cuatrman. You would force the States to change their present 
standards? 
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Senator Kennepy. That is correct. 

The CHatrman. In other words, you federalize completely this 
system ? 

Senator Kennepy. No; I do not think to provide for a national 
minimum is a federalization of the unemployment compensation 
system. 

I think 

The CuHamman. Where is there anything in the bill that limits it? 
The cost of $1.2 billion for the first year. 

What is going to happen after that / 

Senator Kennepy. After that—it is now figured that the average 
unemployment compensation tax is about 1.3 percent nationwide. 

It is estimated that the cost of this program would-raise the na- 
tional tax to about 1.7 percent. Once this program goes into effect 
after July 1, 1959, then the States would be providing a payment of 
50 percent of the workers wage up to two-thirds of the average wage 
for a duration of 39 weeks. 

The Cuarmman. What clause in the bill confines the Federal con- 
tribution to 1 year? 

Senator Kennepy. It confines it to July 1, 1959. 

The Cuarrman. Where is that ? 

Senator Kennepy. Page 24. 

It says on page 24: No agreement under this section shall be ef- 
fective before 60 days after the date of enactment of this act, or after 
July 1, 1959. 

In other words, the payments to July 1, 1959, are payments by the 
Federal Government during the period when the States are changing 
their tax system in order to provide the minimum benefits that we 
suggest. 

I think that there has been a good deal of talk in the Congress 
about making this whole program a grant program in order to take 
care of the emergencies because the bill that passed the House is so 
inadequate. 

My feeling is that the Federal Government, when there are over 
$8 billion in the reserve fund, should not offer a grant program unless 
it provides for an overhaul of the whole system. 

I think it would be a great mistake for the Federal Government to 
bail the States out, when, as I say, many States have sufficient funds 
of their own, without requiring the States to take affirmative action. 
That would mean that in the future no State need really improve its 
unemployment compensation system because they would feel they 
could always come to the Federal Government in moments of diffi- 
culty and get a renewal of this grant program. 

So that I think if we are going to talk about a grant program, I 
would not object to a grant program up to July 1959, if it required 
the States really doing something substantial about their own level 
of benefits, 

I think the Governor of Georgia, when the Unemployment Com- 
pensation Act was put into effect, greeted it because he said the States, 
adeno of the competitive position, would never do it themselves. 

The fact is that I think only Wisconsin had really done something 
substantial about it. I think at the present time when States are 
competing for industry and the tax varies from Rhode Island with 
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around 2.5 to other States with as little as 0.4 percent, we will never 
find the States doing anything substantial to increase their own bene- 
fits and durations because they feel that that will = them at a com- 

titive disadvantage with other States. It is for that reason, in 
order to prevent this competition between the States as to who will 
pay the least, in order to attract industry, it would be much sounder 
to have the Federal Government set minimums. That is the whole 
purpose of my bill, and I am just afraid that the bill that is before 
us will do nothing. I think it is very clear, from the 

The CHatrmMAn. I would like to understand fully what you propose. 

Is this a Federal tax you are proposing ? 

Senator Kennepy. Yes. It will maintain 

The Cuatrman. A Federal tax? 

Senator Kennepy. It will maintain the same principle of the pres- 
ent law except it will set a national minimum. 

The Cuarrman. It is not a State tax but it would be a Federal tax? 

Senator Kennepy. It would maintain the same financial provisions 
as the present law but set a national minimum. 

The Cuatrman. At the present time the States impose or regulate 
the tax. 

Senator Kennepy. Yes; but we would obligate the States to impose 
a tax 

The Cuatrman. How can you force a State, a sovereign State, to 
raise taxes or fix taxes unless they want to do it? 

Senator Kennepy. Well, the whole program has been a Federal 
program in a sense from the beginning. 

The special arrangements made for taxation were made, I think, 
in the beginning in order to protect the—at the time when the con- 
stitutionality of the provision might have been in doubt. 

The Cuarrman. Taxes have been fixed, have they not, by State law ? 

Senator Kennepy. Yes, but an allowance is made against the Fed- 
eral tax for the tax that a State pays. 

The CHatrMan. There is a tax of three-tenths of 1 percent ? 

Senator Kennepy. That is right, administrative costs. 

The Cuatrman. But suppose a State declines then to increase their 
taxes. 

Let’s say this is a matter for State jurisdiction and not Federal 
jurisdiction. 

Would the Federal Government step in and impose it? 

Senator Kennepy. Yes. 

The Cuatrman. Does the bill provide for that? 

Senator Kennepy. Yes. 

The Cuarrman. What section is that? 

Senator Kennepy. For the taxpayer to participate in the tax ex- 
empting at the present time the State must participate; isn’t that 
correct ? 

The Cuarrman. That is correct. 

Senator Kennepy. Well, they would just be obliged, they could 
not—— 

The Cuarrman. I am trying to understand this. Wherein does it 
permit the Federal Government to impose a tax to finance these addi- 
tional benefits ? 

Senator Kennepy. Well, Senator, it makes it compulsory for a 
State to provide a benefit equal to what I have suggested. 
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The Cuarrman. You think then that the Federal Government cap 
compel a State to levy a tax? 

Senator Kennepy. Yes, I think it is, definitely. 

The Cuarrman. That it is constitutional ? 

Senator Kennepy. Yes; I think it is constitutional. 

The Cuarrman. Has anybody given an opinion on it ? 

Senator Kennepy. I have not got an opinion on it, but I do not 
think there is any doubt about it. Every State is in the program at 
the present time. 

The CuarrMaNn. A State cannot levy a tax unless the State desires 
to do so? 

The States would have to increase their taxes in order to—— 

Senator Kennepy. That is right. 

The Cuarrman (continuing). Comply, and if they did not increase 
them, what would happen then ? 

Senator Kennepy. Well, the law makes it impractical for the States 
not to meet the minimum standards. 

The Cuarrman. In other words, the Federal Government would 
undertake to tax a State that declined of its own accord to raise its 
taxes; is that correct ? 

Senator Kennepy. That is correct. 

The Cuarrman. You think it is constitutional for the Federal 
Government to pick out one State and levy upon it a direct Federal 
tax which is not uniform on all the 48 States? 

Senator Kennepy. I think that there is not any doubt about the 
power of the Federal Government to compel a State, if that is the 
will of the Congress, to pay a benefit in this program equal to the 
one that I have endorsed. 

The Cuarmman. In other words, the Federal Government can con- 
trol the taxation. If they can do it in this field they can do it in 
other fields. 

You think they can compel States to levy State taxes ? 

I can understand the Federal Government can take benefits away 
from a State. Iam nota lawyer 

Senator Anperson. It is not done just that way, Mr. Chairman. 
I can recall the early discussions of situations at the beginning of 
this in 1936. : 

They had, for example, a provision that the Federal tax on pay- 
rolls would be so much. 

The State did not have to come in at all, but if it did not, all the 
money went into the Federal Treasury, and I can recall rushing into 
Washington to try to get approval of the State system in order that 
~ enney should not go to the Federal Treasury but go to the State 

und. 

The Cuarrman. I understand. 

Senator Anperson. I am not trying to say I am arguing for uni- 
formity. I am only saying they do not do it by saying the Federal 
Government has the right to levy taxes against a State. 

The CuHareman. I still contend the Federal Government cannot 
compel the legislature of a State to levy certain taxes. 

Senator ANDERsoN. I think that is correct. 

The Cuarrman. I think that is fundamental. 
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Senator Kennepy. But I think as the Senator has said, they can 
make it economically unwise for them not to. 

The Cuarrman. They can coerce a State, threaten a State to take 
away money that the Federal Government contributes. But they can- 
not issue a direct order to a State and say “You legislate.” 

Senator Kennepy. But I think as Senator Anderson has stated, it 
can take action which would make it desirable for a State to take 
the action that we want them to take. 

The Cuamman. You see no field in which this $8 billion could be 
used te meet this present emergency even though the States are willing 
to act ¢ 

Senator Kennepy. I understand that Mr. Cohen testifying yester- 
day, suggested that it might be possible in a way for the States 

The Cuarrman. In other words, this $8 billion is lying idle; we 
are told a great emergency is confronting us and you would use 
no part of it to relieve present conditions ? 

Senator Kennepy. No, I think it would be eminently desirable if it 
could but I am not aware of any method where it could be used. 

The CHarrman. Could not the State legislatures meet—take in 
New York, the Governor of New York recommended to the legisla- 
ture of New York to increase the duration. 

Senator Kennepy. That is right. 

The Cuairman. And the legislature defeated it. 

Senator Krennepy. That is right. 

The Cuarrman. What about a case like that? 

Suppose the legislature had adopted it, then New York, with $1.2 
billion on hand could certainly have financed this program for a 
long time to come on an extended duration for benefits, could it not? 

Senator Kennepy. Yes. 

The Cnairrman. This, up to this time has been a State responsibility, 
has it not? 

Senator Kennepy. Yes. 

That is right ; the amount of benefits, that is correct. 

The Cuatrman. The very basis of this? 

Senator Kennepy. That is right. 

The CHarrmman. Isa State-controlled operation. 

The money all comes from employers through the States. It is 
not subsidized either by the Federal Government or the State Gov- 
ernment. 

I was wondering if you had made any study of these large sums 
that are available in this trust fund. 

Senator Kennepy. Yes, that is right. 

The CHatrman. Do you think if a State legislature was willing 
to meet and enact laws, that relief would not be given in these areas 
where relief is so badly needed. 

Senator Kennepy. One of my obj 
I do not think it makes obligatory t 
fits up to 50 percent. 

The fact of the matter is that I think any State now could do the 
same things out of its present reserves that this law gives them the 
opportunity to do, except for a few, like Rhode Island, and a few 
— which are hard pressed and they have available the Reed loan 
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1at the States increase their bene- 
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The CuarrmMan. Would not that be a preferable way to de it, with 
the money on hand instead of putting on the extra burden of a bil- 
lion—what did you say—$1.2 ae ? 

Senator Kennepy. But, Senator, I do not think that the bill that 
is before us does anything that a State is not able to do now. 

The Cuarrman. I am not speaking of that, Senator. 

Senator Kennepy. Well, the question is 

The Cuarrman. I am talking about the program. 

Senator Kennepy. The question is whether we should do anything, 

The Cuatrman. Here we have got a great deficit, which you know 
about just as I do. 

The budget director estimated yesterday that the deficit next year 
is going to ‘be $10 billion. Your bill would add $1 billion—what was 
it—$200 million ? 

Senator Kennepy. Yes, sir. 

The CuHatrman. That would be deficit for all the taxpayers to 
pay 

Senator Krennepy. That is correct. 

The CHatrMan. Every big man, every little man, everybody would 
pay. With $8 billion on hi and—already collected from the em- 
ployers—could that not be used in these areas where this can be used? 

Senator Kennepy. I would say, Senator, in 1954 when this question 
was up in connection with the Reed plan, and I think Senator Milli- 
kin was chairman of the committee, I offered an amendment which 
would have provided for the national minimums along the lines the 
President suggested. 

If we had not provided for the redistribution of these funds from 
the three-tenths of a percent that the Federal Government was taking 
in and not using completely for administrative costs, we would have 
had a reserve now which we could have drawn upon. 

But I know no way that it is possible for us to draw on the $8 
billion or force the States to draw on it. 

The question, it seems to me, is whether we should permit the States 
to meet and handle this problem or whether the Federal Government 
should take any action. 

The Cuarman. Well, the States have always handled it. 

Senator Kennepy. That is correct. Now, the question is—— 

The CHarrMan. From 1938, when it was adopted. 

Should we take the position that the States are totally unresponsive 
to a critical condition of unemployment in their areas? 

Senator Kennepy. Well, what is of concern to us is—— 

The CuHairman. When they have the money on hand to make these 
additional benefits available without additional taxation ? 

Senator Kennepy. Yes. My feeling now is that the Federal Gov- 
ernment, when there is so much nation: interest in this problem, should 
set a nationwide minimum. That is a problem that has been with us 
for 15 years because the ratio of the benefits to the wage has been 
going down. 

I think we should set minimums of duration. I think the Federal 
Government does that in other programs. 

The point I would like to make is that I think the bill that passed 
the House is a useless bill. That rather than pass it to the Senate 
we might just as well do nothing about the problem and let the States 
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continue to maintain completely their jur rosie tion because it only pro- 
vides that the States shall do what they can do anyway, and which 
they will have to pay for anyway. 

There is no obligation for them to participate in this program and 
legally and constitutionally most of them will be unable to do so. 

So I would hope the Senate would not pass this bill because I think 
it would give the appearance of action without the substance of action. 

I would not object to a grant fund if it were tied to a real overhaul 
of the State laws 

In answer to your question, Senator, I do not think we should con- 
tinue to permit the States to exercise sole jurisdiction in this regard 
because I think they failed to meet their responsibility because of the 
competitive feature of these taxes. 

I would hope that this is the chance to do a complete job and not 
pass a bill like the one before us or just a grant program. 

The Cuatrman. Your plan is offered as a permanent plan, it is not 
an emergency plan to meet this present situation ? 

Senator Kennepy. No, it is something I have been interested in 
since 1954 but I do think the emergency has made more obvious, to a 
great many more people, the inadequacies of our present program. 

The Cuatrman. Thank you very much, Senator Kennedy, for your 
contribution. 

Senator Frear ? 

Senator Frear. No questions. 

The CuHatrmMan. Senator Carlson? 

Senator Cartson. Senator, just this question: I have listened to the 
colloquy between you and the chairman, and I take it that, maybe I 
am in error, but just listening to this colloquy that you are more con- 
cerned about getting these benefits and based on the length of duration 
of payments and the : amount of the payments from a competitiv e stand- 
point than you are for any other, is that correct ? 

Senator Kennepy. Well, I do think, Senator, that, as I say, in about 
1938 or 1939, most of the unemployment compensation benefits were 
around 60 percent of the wage. 

Now they have fallen to an average of around 30 percent and I 
think the reason the States have not kept up with the increase in wages 
has been because of the competitive feature. 

If you have a State like Massachusetts, which has a tax of around 
2.4 percent or Rhode Island, with 2.7 percent, and a State comes along 
and says, “Come to our State, this is a tax that is harmful to you and 
you only have to pay four-tenths of a percent,” the employer is 
tempted. I think that makes the States reluctant to add to the burden 
of employers and that is why I think that, for the same reason that 
the States, except Wisconsin, did not enact unemployment compensa- 
tion laws of their own prior to 1935, they do not increase the benefits. 
I think it was made very clear by the statements of the governors in 
1935. They said we cannot afford to enact laws because it will just 
add a burden to our dision that the States next to us are not meet- 
ing. 

At least that has been our theory for the last 15 vears. So that is 
my feeling that we ought to really do something about a minimum 
standard for these unemploy ment compensation benefits. Otherwise 
we are going to have to continue to have this competition to see who 
can assess the lowest tax. That is my feeling. 
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Senator Cartson. Senator, having served as a governor of a State 
and having urged the legislature to enact and they did enact increased 
periods of duration for payments and increased benefit payments—in 
fact there was a time that Kansas was ahead of the great industrial 
States—I noticed recently we are back some but we still have what I 
think is a substantial payment and a very good weekly period of 
duration, and I believe the people of Kansas feel they have, because 
we just concluded a special session of the Legislature in Kansas. 

A bill was introduced in the House of Representatives to increase 
the payment based on the proposal before the Federal Government, and 
it did pass the House of Representatives, it was defeated in the Senate 
and I cannot help but believe having served in the Kansas Legislature 
having been the Governor of the State that those people are not con- 
cerned about the people. They really are, and I think I see our point, 
the point of your bill, it is more from a competitive standpoint than 
trying to take care of a situation out in the local States. 

Senator Kennepy. I am just saying that the purpose of it is to give 
workers a more substantial benefit for longer periods of time. I am 
just using the competitive tax illustration because I think that explains 
why the States have been reluctant to do it. 

Now in Kansas the average weekly benefit paid in January of 1958 
was, I think, $27, the maximum was $34, and the average monthly— 
the average weekly wage in manufacturing was about $76. 

The benefit that was being paid as of percentage of payroll in 1939 
was 67 percent. 

Today it is 47 percent—41 percent. So in other words, your un- 
employment compensation was 67 percent of your average wage in 
1939, and now it is 41 percent. This is a good deal higher than some 
States, but I think it demonstrates the deterioration, at least com- 
paratively speaking in your unemployment compensation benefits. 

Senator Cartson. In other words, the average weekly wage in Kan- 
sas was $67, and the payment was $34. 

It is not 50 percent. 

Senator Kennepy. I am not talking about average but maximum. 

Senator Cartson. Of course Senator, you know this is handled by 
a board in Kansas and these individual applications for unemploy- 
ment compensation, when a man loses his job, is based on many 
things, they just do not come in here and say: “Here is a check of 
$34”—they study the case and make payment. 

Senator Kennepy. As a percentage of his wage. 

Senator Cartson. Not only as a percentage. 

They take in other conditions. As a matter of fact, I think there 
are instances where payments are very low in some instances, and 
some are for very short duration. 

Senator Kennepy. That is right; where the base period has been 
inadequate or has been extremely low. 

Senator Cartson. There are some real problems with this, I assure 
you, as one who has had some very close connections with it. 

We have a situation now that I want to mention and I intend to, 
but here is an actual case, and there are many like it. 

We had some problems in the aircraft factories at Wichita, Kans.; 
there is some unemployment there. 

A wife is working in one of these factories, she moves to a city, 
her husband gets a job in another town, he is not working in the 
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aircraft factory. She moved to another town. It is a hundred miles 
away from the factory. There is no like employment anywhere 
near that city, nobody in that town, and yet there she is drawing and 
going to continue to draw, 20 weeks at $34 a week. 

Now if we add 13 more weeks or 16 more weeks at $34 a week, 
we are not doing anything to help unemployment because she left 
that section. 

Now those are some of the problems which you run into. 

Senator Kennepy. Did she present herself at the unemployment 
office that she desires 

Senator Cartson. That is right. She is eligible. 

Senator Kennepy. She desires to work ? 

Senator Carson. She desires to work, but there is no work of 
that character in the communities where she now lives. 

Senator Kennepy. Is shé married ? 

Senator Cartson. Yes. 

Senator Kennepy. I suppose is it difficult for her to get similar 
work. That is a judgment of the unemployment compensation office 
and the definition is of similar work or comparative work. I would 
think it is difficult for her to leave her husband. 

Senator Carson. No, they moved to this other town and she is 
going to draw those benefits now for the full 20 weeks and there is no 
way of stopping those benefits and if you want to give her 15 or 16 
weeks more—now there are cases, I mean 

Senator Kennepy. I know, Senator, in every general piece of legis- 
lation there are opportunities for abuse but I would think the employ- 
ment offices in the State could offer her comparable work, not similar 
but comparable. You do not think there is any such job in the State 
in that area ¢ 

Senator Cartson. There is none anywhere near. 

She is entitled to the same type of work she has been in and if 
there is none of it available she is going to draw compensation. I do 
not think the law should be changed but there are problems. 

Senator Kennepy. I know, but I can give you other cases where, as 
ou know, a fellow has honestly been trying to work and exhausts 
is benefits. 

Your benefits go as low as7 weeks, as you know. 

Senator Carison. That is right. 

Senator Kennepy. Up to 24. 

If you think the problem is a national one, and I assume it is, or we 
would not be considering this bill, and if you are going to have as 
many people exhaust their benefits this year as you figure, I would 
think it is up to us to provide for some minimums. 

Senator Cartson. Senator, I am sympathetic to these people out of 
work but I still get back to the basis that the people in the State know 
more of the needs and I think they are closer to them and I believe I 
can say, more sympathetic to them than people in Washington, or 
somewhere else, and I think you have oad a good statement and I 
appreciate it. 

senator Kennepy. Thank you, Senator. 

The Cuarrman. Senator Anderson ? 

Senator Anverson. Do I judge correctly from your statement that 
~ would prefer to just postpone the House bill and have longer 

earings on your Senate bill ? 
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Senator Kennepy. Well, I would really—I do not think the House 
bill is really worth anything, Senator, and that is my considered 
judgment. 

I do not think it is as good as the first administration bill and I do 
not think it is of any use and I would therefore be hopeful other bills 
would be considered at greater length as alternatives to the House 
bill. 

There is no value in speeding it up to the floor because I think it 
would bring little relief. 

Senator Anprerson. Don’t you think your Senate bill would bring 
on a great deal of hearing and consideration and discussion before it 
could be enacted ? 

Senator Kennepy. Yes; I think so. 

Senator Anprerson. For instance, you have a provision for the coy- 
erage of shops of one or more ? 

Senator Kennepy. That is right. 

Senator Annerson. Is that pretty controversial ? 

Senator Kennepy. Yes, but the President has recommended it, 
The difficulty is that the President since 1953 has recommended stand- 
ards such as I am suggesting. This year he suggested the duration 
that I am recommending. 

He also talked of 18 States having laws applying to one or more 
employees. It is, therefore, in existence in many States, and, as I 
say, it is a recommendation he has made. 

It might be controversial, but at least it has support from respon- 
sible people. 

Senator Anperson. How long have these 18 States had it? Do 
you recall ? 

Senator Kennepy. They vary in time. 

I would say in most of them in the last few years. 

Senator Anprrson. At the time the original bill was set up with 
provisions for, say, 3 or more or 4 or more, there was no real experience 
on unemployment compensation in this country. 

I can remember people who were brought in were mainly from 
Germany. 

Some of them spoke a little English ; most of them spoke no English, 
but they had had experience with unemployment compensation for 
a hundred years, and it was their strong recommendation not to bring 
it down as low as one. 

I was just wondering what the experience with the States who have 
had it as low as one has been. 

Senator Kennepy. Well, I think there were problems of adminis- 
tration and problems of constitutionality. As the Senator suggested, 
when this act was passed there was a substantial question of consti- 
tutionality and that is why the rather back-door way of the arrange- 
ment of the financing was worked out. 

I think the fact that 18 States continue to carry out similar provi- 
sions, and no States have repealed it, indicates they find it satisfactory. 

Senator Anperson. I think the constitutional question was rather 
easily solved. 

The Federal Government put down a tax. The State did not have 
to be prepared to take the money that came from that tax that it did 
not want to, but any executive of a State that did not take it probably 
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would have been retired to private life by a large and enthusiastic 
majority and they wanted to take it and set it up just as this would 
work here. 

a I do believe it would take quite a while on this bill. That is the 
only question I am raising. 

o you think there is any temporary amendment that can be sug- 
ted to the House bill that will improve it in the meantime without 
waiting the rather long process of trying to adopt these things? 

The President has been rec ‘ommending it since 1953 and we have 
one 5 years without doing anything w ‘ith regard to them and the 
probability i is we will go may ybe some more. 

Is there anything that you think can be done to the House bill that 
makes it a possible vehicle for some relief ? 

Senator Krnnepy. Unless you just change the whole House bill, I 
do not really think the House bill would provide any benefits. 

Senator Anperson. You do not believe in tinkering with it? 

Senator Kennepy. I think the bill is really useless. 

The President made the recommendation, but I do not think any 
State will carry out the President’s recommendation because they 
just cannot face ‘the increased costs on a unilateral basis. 

So I would say, Senator, between the two, between giving further 
consideration to the proposal I have submitted, with some minor 
improvement, and tinkering with the House bill, it would be far bet- 
ter to give the proposal submitted considered thought than it would be 
to report this bill out as it is now. 

Senator Anprerson. That is all I am trying to get from you, Sen- 
ator. I am trying to find out which way you think this committee 

might go, if it faced the possibility of no bill at all, as against the 
House bill, you think the House bill is sufficiently lacking in merit so 
we could face the possibility of no bill at all? 

Senator Kennepy. I do because I think it will bring no relief in its 
present form. 

Senator Dovueias. Senator, would not a better way be to substitute 
your bill for the House bill with perhaps certain changes ? 

Senator Krennepy. I would think that would be far preferable be- 
sause I would hate, as I said, to have the impression go around we have 
done something about unemployment compensation and not do it. 

Se nator AnpErson. 1 do not mean to say you did not think it was 
preferable to support your bill. 

You and I recognize there are many things desirable that are a 
little bit difficult to pass through the Senate. 

Senator Doveras. Not with determined hearts, Senator. 

Senator Anperson. Well, I don’t know; I spent an awful long 
time on the tideland proposal and I think my heart was determined 
as was the Senator beside me. We had a hard time and did not suc- 
ceed. I do not mean to discourage you that much. I think with the 
fine sponsors you have you might get somewhere with it. 

But I think you face the possibility if you tried to substitute S. 3244 
when it came to adjournment date in August it would still be before 
the Senate Finance Committee. 

Senator Kennepy. It seems to me, Senator, we have four general 
possibilities: First, taking the bill which came from the House just as 
it is. I see no advantage in passing this; second, using that bill as 
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a vehicle on the floor. But I do not think it is going to be of any use 
to the States. 

Thirdly, I would be hopeful that the bill that I have suggested 
would be considered, and fourth, adopt a grant program, just out- 
right grants. 

might vote for that finally, but I would be reluctant to see that 
pass because you would be giving the States a large sum of money, 
and not requiring them to take action of their own. 

I think you would insure that no action would ever be taken, be- 
cause after they have exhausted this grant, rather than trying to in- 
crease their standard, as the President has requested, on their own, 
they will feel that when things get serious, the Federal Government 
will always bail us out. 

So we would have started federalization in a much more general 
sense by giving a loan without the States taking any action. 

I think in the long run it will really hurt the unemployment insur- 
ance concept. 

Senator Anperson. Thank you. 

The Cuarrman. Senator Bennett? 

Senator Bennett. Mr. Chairman, I am just curious about one phase 
of the testimony, which has not been limited to the testimony of my 
friend from Massachusetts, and that is this phase of interstate compe- 
tition. 

Do you believe that is of sufficient importance to require every State 
to use a minimum—a uniform tax of 2.7 percent, the maximum per- 
mitted under the bill, and if you do not how can you ever eliminate the 
idea of interstate competition if you still allow one State with a good 
record of low unemployment to reduce the tax on its employers. 

Senator Kennepy. Well, I would certainly provide in the bill I 

ropose there be a variance in the amount of benefits from State to 
State because it is tied to the worker’s wage and the average weekly 
wage in the State. There would be some variance in at least the 
amount of the benefits although not in the duration under the pro- 
posal I made. 

Senator Bennett. I am not talking about duration but taxes. 

Senator Kennepy. I understand there would be some variance in 
the tax too. 

Senator Bennetr. You cannot eliminate the variance in the tax. 

Senator Kennepy. That is correct. 

Senator Bennett. So this argument that we cannot—we must legis- 
late in order to eliminate competition between the States is one that 
cannot be completely handled. 

Senator Kennepy. Well, I think, Senator, that there will be—there 
may be some difference in the State but at least every State will be 
making what I would consider a satisfactory effort. 

Now, you might still have some competition but is would not be the 
kind of competition which results in very short and limited benefits. 
As long as the States meet the standard that I have set, I would think 
any competition that would result therein would be rather minor and 
not be a competition to see who would pay the lowest benefits. 

Any time we attempt to raise benefits in Massachusetts, Senator, the 
word goes out as it does in any other State. This affects the influx 
of industry, to and from our State. 
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Senator Bennett. I just wanted to get that clear because it seems to 
me that you can’t have it both ways, you either have got to have some 
competition and in terms of the difficulty in the tax that is levied on 
the employer or else you have got to levy a uniform tax and let the 
fund pile up probably to a point where it is not necessary. 

Senator Kennepy. Well, I think you ought to have some differences 
in the State based on the wages, anyway. I think that amount of dif- 
ference in taxes would not be harmful. 

Senator Bennetr. Don’t you think there should be some difference 
in relation to the volume of unemployment that may be generated as 
between different employers? Don’t you think that an employer who 
has stability of employment should be given some tax advantage over 
the man who contributes to the level of employment, of unemploy- 
ment ? 

Senator Kennepy. Yes. I provided in this bill that there would be 
experience ratings and also power would be given to the States to 
reduce the tax through experience rating. 

Senator Bennett. It is interesting to me; I just have done this very 

uickly, and you have a schedule there that you might refer to, my 
tate of Utah, the average presentation is something like one and 
one-tenth percent. 

Senator Kennepy. Yes, I had 1—1957, I had 1.3. 

Senator Bennett. All right, 1.3, which is much less than 2.5. 

Senator Kennepy. That is right. 

Senator Bennerr. We do have your condition that it covers one or 
more employees. 

Senator Kennepy. That is correct. 

Senator Bennett. According to this schedule I have before me— 
and we pay a maximum of 26 weeks, don’t we ?—yes, 26 weeks, and $37, 
so we are not one of the States that could be considered in the lower 
class. 

Senator Kennepy. That is correct. 

Senator Bennett. And yet we are able to do it on 1.3. 

Senator Kennepy. That is correct. 

Senator Bennerr. And yet people in Massachusetts could say Utah 
has a competitive advantage. 

Senator Kennepy. Well, I would say that in 1939 your benefit as a 
percentage of wage was 65 percent. Now it is down to 37 percent. 

I am not attempting to do anything about the variation in State 
benefits, based on their wage structure. But all I am saying is, Sena- 
tor, I think that a minimum amount and duration is needed for every 
State, even though in each State there may be a different wage struc- 
ture. That is the problem. 

Senator Bennerr. My point is you are not going to eliminate this 
variation in tax burden then by any program because in many re- 
spects inherent in the employment pattern of each State. 

Senator Kennepy. Well, I agree that there will be some distinction. 
I am not saying you will have uniformity. The question is whether 
the distinction should come about as a result of the competition to keep 
benefits low and keep limited duration. 

I agree that the pattern of unemployment, say in Rhode Island 
or in Massachusetts is bound to be higher than in Utah. Agricultural 
employees, as you know, are exempt, and that might have some effect 
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on the number of unemployed in Utah, but the question is whether 
every State should not have a minimum standard, and then permit 
differences to exist. At least you would be sure anybody who gets 
thrown out of work has a living income. 

I don’t think, of course, they do today. 

Senator Bennett. My chief point is that this argument about 
competition is only a partial argument because you are not going to 


attempt to impose a uniform tax to eliminate the competitive feature 
of the bill. 


Senator Kennepy. I know, but the degree would be substantial. It 
would lessen the competition substantially as well as doing some- 
thing about benefits. 

Senator Bennett. Seems to me when you have a situation here 
when our State, with what I assume is far better than the average 
amount of benefits is still approximately half the highest, that the 
degree is going to exist anyway and and a broad difference of degree. 

But, of. course, the only people, the people on whose ex <perience, 
on whose experience the employer ratings and the tax level is deter- 
mined in Utah do not include agricultural employees. They are out 
anyway. 

These are employers covered under the national standard and we 
still have an experience that makes it possible. 

Senator Kennepy. That is the only reason I brought it in because 
it does mean agricultural employees, I am sure, are highly employed. 
It does mean there are a good many differences in State structures and 
wage patterns which would explain why there would be continuing 
differences in amount. 

But there would be uniformity of duration if we provided 39 weeks. 
But merely because it does not completely end competition, IT am not 
sure it is an argument against attempting to end competition because 
of lower benefits and lower duration. 

Senator Bennett. You are willing to receive competition based on 
one set of facts and not on other sets of facts, but the competition will 
still exist, and your bill will not eliminate it. 

Senator Kennepy. Well, Senator, the competition to see who can 
get the lower tax by lessening benefits and the lowering duration will 
not exist. There will still be differences in tax due to the general 
wage structure and experience in the State. 

Senator Bennetr. You think, I was going to say, sufficient, but let’s 
say a powerful argument for elimination for the right of the State 
to set its own program; is that right? 

Senator Kennepy. I do because I think and experience has shown 
the States will not doit. The President, who is extremely influential, 
has made the request now for 6 years, and no State has felt able 
to do it. 

Senator Bennetr. That is all, Mr. Chairman. 

The Cuatrman. Senator Douglas. 

Senator Dovetas. Senator, you have made a very fine statement. 
IT want now to pick up a theme which was developed by our colleague 
from Utah. 

Utah’s unemployment compensation law is just about the average 
low. The average assessment rate of 1.3 percent is the countrywide 
average. The duration of benefits for those exhausting their benefit 
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rights is a little over 20 which is still the countrywide average. But 
is not the fact that their assessment rate is lower in Utah than it is in 
Rhode Island and Massachusetts, due primarily to the fact that they 
have a different set of industries? Industries of Massachusetts and 
Rhode Island have been largely based on textiles which have been 
going through a very severe recession. 

So that you do not propose to eliminate the differences in rates of 
assessment which may be caused by different groups of industries. 
But what you are saying is that they should not lower their assess- 
ments by keeping their ratio of benefits or the duration of benefits 
below national minimum standards. 

Isn’t that true? 

Senator Kennepy. Yes, that is correct. 

Senator Dove tas. And you would not prescribe as a matter of fact 
any uniform dollar rate of benefits. You would merely have the 
rate 50 percent of the individual's earnings, subject to a maximum of 
two-thirds of the State average. 

Isn’t that true? 

Senator Kennepy. That is correct. 

Senator Doveias. So that a State with lower wages would pay 
lower benefits in terms of dollars? 

Senator Kennepy. Yes. 

Senator Doucias. But you are merely trying to prescribe certain 
ratios of benefits to wages and certain minimum durations, isn’t that 
true ¢ 

Senator Kennepy. That is correct, yes. 

Senator Dovetas. So far as the constitutional basis is concerned, 
of course, the Supreme Court in 1937 held this method of tax device 
used to be constitutional—and indeed held the old-age-security system 
constitutional—and would have approved of a direct connection be- 
tween a central levy of excise tax and payment of benefits. 

The unemployment compensation device was a Federal tax which 
will be levied if the States do not levy the tax. This gave to the States 
nominal freedom not to levy the tax but, as you say, exerted some 
economic pressure on them to do it. 

That merely carried out the principle, did it not, which was estab- 
lished in the Federal inheritance tax in the preceding decade under 
the Coolidge administration ¢ 

As I remember that situation, the State of Florida passed a con- 
stitutional amendment which prohibited the Florida Legislature from 
ever passing an inheritance tax. They were out to attract wealthy 
people to come to Florida and die under the sunshine. And that 
was popular with the heirs who had a father or mother who had to 
die. It was desirable that they should die not only in the sunshine, 
but in a State which had no inheritance tax. 

Maine then tried to get in the act with a similar measure—not 
for the winter trade, but for the summer trade—and it looked as 
though the State system of inher itance taxes was going to break down. 

So, in the 1920's, under the administration of C alvin ¢ ‘oolidge, when 
the Republican Party controlled both Houses of Congress, they passed 
a Federal inheritance tax law which provided that if States did not 
pass such laws, then the Federal Government was to get all the tax. 
If the States did pass such acts, then the States would get a given 
percentage of the Federal tax. 
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Florida very speedily repealed its law, after the constitutionality of 
this Federal law was upheld. Florida speedily repealed its constitu- 
tional amendment prohibiting the inheritance tax and passed such a 
tax, but, wishing to be in the real estate business, it then passed 
another constitutional amendment exempting, as I remember it, the 
first $3,000 or $5,000 of homes from taxation, the effect of which was 
to build up the west coast of Florida rather than the east coast of 
Florida. 

But I merely cite this an an illustration that this taxing device 
which you propose to use, is a soundly rooted American custom, and 
it has Republican antecedents. [ Laughter. ] 

What you are saying is that we should revert to the original prin- 
ciple of the unemployment compensation law, because it was origi- 
nally intended that the States would not satisfy their obligations by 
levying less than 2.7 percent. It was only in the later developments 
that this occurred. 

So you would try to use this power of the Federal Government to 
tax, to provide for satisfactory national minimum standards for what 
is, after all, a national problem. 

Senator Kennepy. That is correct. 

Senator Dovetas. Thank you. 

Senator Kennepy. It certainly is not the problem of a single em- 
ployer or a single State. 

Senator Dovatas. In many cases a State which has low unemploy- 
ment, that is not an indication of the virtue of that State, but snail 
that they happen to be lucky in the type of industry which is there; 
isn’t that true? 

Senator Kennepy. That certainly is true. While this bill permits 
experience rating, the fact, of course, is that in most cases it is not 
the fault of the employer if he has a bad run, as in the textile industry 
in Rhode Island or Massachusetts, where the industries—or the in- 
dustries in southern Illinois or in Kentucky—it is not his fault. I 
would be hopeful that the National Government would attempt to 
take some action to improve this matter, which I think is overdue. 

The Cuarrman. Senator Kennedy, just one more question, please. 
When would your bill require legislatures of the States to meet? 

Senator Kennepy. Well, it would provide that this should go in 
effect in the States in 1959, which would permit all State legislatures 
to meet. 

The Cuatrman. After the expiration date there would have to be 
a session of the legislature? 

Senator Kennepy. By July 1959, it is assumed in this the State 
legislatures would have met and have taken the action. 

The Cuarrman. But some of them don’t meet. 

Senator Kennepy. Before July 1959? 

The Cuarrman. So the point raised against the House bill would 
apply to some extent at least to your bill. 

enator Kennepy. I would be hopeful they would meet. That 
would give them more than a year. I would be hopeful in the mean- 
time the Federal Government would be taking care of the problem 
and I would be hopeful that if possible every State would meet. 

The Cuarrman. I think it is possible for them to meet now. They 
can meet in 24 hours. 
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Senator Kennepy. This puts stronger pressure on them to meet. 
I know it is possible for them to meet, but there is no incentive to meet. 
The way this bill is, it would permit incentive taxation. 

The Cuamman. There are 7,613 men and women who serve the 
legislatures. Your feeling is they are not responsive to a critical 
situation whereby many people are out of employment and have 
ceased to draw benefits. 

Do you think they would not respond to those situations in their 
respective States ? 

Senator Kennepy. I think the fact of the matter is that they have 
not. State legislatures have not taken action in States to extend 
the benefits in any State that I know of to help those who have ex- 
hausted their benefits. 

The Cuairman. In other words, you are distrustful. I don’t say 
it in an offensive way of the legislatures of States, but you think they 
are not keenly alive to the fact that their own constituents, who are 
close to them, are out of employment and there is a fund available 
down here in Washington they can draw upon. 

You think they will not take action ? 

Senator Kennepy. I don’t know why. The fact of the matter is— 
there is no evidence of action by any of the States. 

The CuarrMan. Several States have met, though. 

Senator Kennepy. I know that, but there is no evidence of action, 
certainly, in the States affected. 

The Cuatmrman. Don’t you think there is an indication there in a 
good many States that there is no immediate need for the State to 
take action ? 

Senator Kennepy. First, I think there is some need and will be for 
the rest of the year. Second, even though action was needed, since 
1953, the President has made recommendations and no States have 
met his standards, so my impression is that the States have not met 
this problem satisfactorily. 

The CHatrman. I think Missouri has taken action, Michigan has 
been in session, and could take action. New York has been in session, 
Connecticut has been in session. 

Senator Krennepy. Well, New York has adjourned, I believe, have 
they not? The New York Legislature has adjourned ? 

The Cuatmman. They adjourned, it is true, but they met. The 
point I am making is that unemployment, of course, is not uniform. 

Senator Kennepy. I would say since March 1952 when the ad- 
ministration made its recommendations, I suppose many States had 
hoped some Federal action which would be taken would meet the 
problem. 

I am not responsible—none of us, of course, is—for what the States 
do or do not do. The question is what the problem is and what course 
of action we should take to assist. We should take action, and I think 
the action contemplated in the bill before the Senate Finance Com- 
mittee is inadequate and, therefore 

The Cuamman. Did I understand you to say, in answer to Senator 
Anderson, you would prefer no bill to the House bill ? 

Senator Kennepy. I believe Senator Anderson—somebody offered 
the choice of a more thorough consideration of the bill that I have of- 
fered as opposed to not passing the House bill, and I would prefer 
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very definitely a more thorough consideration of the bill that I have 
offered rather than the House bill, which I do not feel to be of any 
benefit. 


The Cuarrman. I understood you to say that the House bill was 
of no value whatever. 

Senator Kennepy. That is correct. 

The Cuamman. Therefore, I assume you would not favor its pas- 
sage in any circumstances, 

Senator Kennepy. If the Senate Finance Committee is not going 
to do anything, Senator, I would prefer they send it to the Senate 
floor, where it might be possible for a more aflirmative approach to be 
substituted. Thank you, Senator. [Laughter.] 

The Crarrman. We have been very glad to have you, Senator. 

Senator Kennepy. Thank you. 

The Cuarrman. We hope to have you before the committee again, 
soon, 


(In compliance with the request made by Senator Douglas in the 


following letter, the chairman authorized the insertion of the material 
printed below :) 


CONGRESS OF THE UNITED STATES, 
JOINT EcONOMIC COMMITTEE, 


May 19, 1958. 
Hon. Harry F. Byrp, 


Chairman, Finance Committee, 
United States Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: You will recall that on the last day of our hearings on 
unemployment compensation legislation, May 16, a question was raised as to the 
constitutionality of the method proposed by Senator Kennedy for the adoption 
of minimum Federal standards. 

It occurred to me that members of the committee and of the Senate who 
might be interested to pursue this question would be helped by the decision of 
the Supreme Court on this issue in 1937, in the case of Steward Machine Co. v. 
Davis (301 U.S. 548). 

I therefore request that the controlling opinion, by Mr. Justice Cardozo, which 
appears on pages 573-598 of volume 301 of United States Reports be printed in 
the record of our hearings at the conclusion of Senator Kennedy’s interroga- 
tion, where this discussion took place. 

This was an important milestone in the development of our unemployment 
compensation system. In my opinion it will help to shed light upon the issues 
before us in 1958. 

With kindest regards, 


PAUL H. DovuGLas. 
STEWARD MACHINE Co. v. Davis (301 U. S. 548) 


Messrs. Edward F. McClennen and Jacob J. Kaplan filed a brief as amici curiae, 
challenging the validity of the Act. 

Mr. Justice CArpozo delivered the opinion of the Court. 

The validity of the tax imposed by the Social Security Act on employers of 
eight or more is here to be determined. 

Petitioner, an Alabama corporation, paid a tax in accordance with the statute, 
filed a claim for refund with the Commissioner of Internal Revenue, and sued to 
recover the payment ($46.14), asserting a conflict between the statute and the 
Constitution of the United States. Upon demurrer the District Court gave judg- 
ment for the defendant dismissing the complaint, and the Circuit Court of Appeals 
for the Fifth Circuit affirmed. 89 F. (2d) 207. The decision is in accord with 
judgments of the Supreme Judicial Court of Massachusetts (Howes Brothers Co. 
v. Massachusetts Unemployment Compensation Comm’n, December 30, 1936, 5 
N. E. (2d) (720), the Supreme Court of California (Gillwm vy. Johnson, 7 Cal. (2d) 
744: 62 P. (2d) 1037), and the Supreme Court of Alabama (Beeland Wholesale 
Co. v. Kaufman, 174 So. 516). It is in conflict with a judgment of the Circuit 
Court of Appeals for the First Circuit, from which one judge dissented. Davis 
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y. Boston & Maine R. Co., 89 F. (2d) 368. An important question of constitutional 
law being involved, we granted certiorari. 

The Social Security Act (Act of August 14, 1935, ce. 531, 49 Stat. 620, 42 U. 8. C., 
c.7 (Supp.)) is divided into eleven separate titles, of which only Titles LX and III 
are So related to this case as to stand in need of Summary. 

The caption of Title IX is “Tax on Employers of Eight or More.” Every 
employer (with stated exceptions) is to pay for each calendar year “an excise 
tax, with respect to having individuals in his employ,” the tax to be measured by 
prescribed percentages of the total wages payable by the employer during the 
calendar year with respect to such employment. § 901. One is not, however, 
an “employer” within the meaning of the act unless he employs eight persons or 
more. § 907 (a). There are also other limitations of minor importance. The 
term “employment” too has its special definition, excluding agricultural labor, 
domestic service in a private home and some other smaller classes. § 907 (c). 
The tax begins with the year 1936, and is payable for the first time on January 
31, 1987. During the calendar year 1936 the rate is to be one per cent, during 
1937 two per cent, and three per cent thereafter. The proceeds, when collected, 
go into the Treasury of the United States like internal-revenue collections gen- 
erally. § 905 (a). They are not earmarked in any way. In certain circum- 
stances, however, credits are allowable. § 902. If the taxpayer has made con- 
tributions to an unemployment fund under a state law, he may credit such con- 
tributions against the federal tax, provided, however, that the total credit allowed 
to any taxpayer shall not exceed 90 per centum of the tax against which it is 
credited, and provided also that the state law shall have been certified to the 
Secretary of the Treasury by the Social Security Board as satisfying certain 
minimum criteria. § 902. The provisions of § 903 defining those criteria are 
stated in the margin.’ Some of the conditions thus attached to the allowance 
of a credit are designed to give assurance that the state unemployment compensa- 
tion law shall be one in substance as well as name. Others are designed to give 
assurance that the contributions shall be protected against loss after payment to 
the state. To this last end there are provisions that before a state law shall 
have the approval of the Board it must direct that the contributions to the state 
fund be paid over immediately to the Secretary of the Treasury to the credit of 
the “Unemployment Trust Fund,” Section 904 establishing this fund is quoted 


below.” For the moment it is enough to say that the Fund is to be held by the 


1 Sec. 903. (a) The Social Security Board shall approve any State law submitted to it, 
within thirty days of such submission, which it finds provides that— 

(1) All compensation is to be paid through public employment offices in the State or 
such other agencies as the Board may approve: 

(2) No compensation shall be payable with respect to any day of unemployment occuring 
within two years after the first day of the first period with respect to which contributions 
are required : 

(3) All money received in the unemployment fund shall immediately upon such receipt 
be paid over to the Secretary of the Treasury to the credit of the Unemployment Trust 
Fund established by Section 904; 

(4) All money withdrawn from the Unemployment Trust Fund by the State agency shall 
be used solely in the payment of compensation, exclusive of expenses of administration ; 

(5) Compensation shall not be denied in such State to any otherwise eligible individual 
for refusing to aecept new work under any of the following conditions: (A) If the posi- 
tion offered is vacant due directly to a strike, lockout, or other labor dispute: (B) if the 
wages, hours, or other conditions of the work offered are substantially less favorable to 
the individual than those prevailing for similar work in the locality: (C) if as a condition 
of being employed the individual would be required to join a company union or to resign 
from or refrain from joining any bona fide labor organization : 

(6) All the rights. privileges. or immunities conferred by such law or by acts done 
pursuant thereto shall exist subject to the power of the legislature to amend or repeal 
such law at any time. 


The Board shall, upon approving such law, notify the Governor of the State of its approval. 

(b) On December 31 in each taxable year the Board shall certify to the Secretary of the 
Treasury each State whose law it has previously approved, except that it shall not certify 
any State which. after reasonable notice and opportunity for hearing to the State agency, 
the Board finds has changed its law so that it no longer contains the provisions specified 
in subsection (a) or has with respect to such taxable year failed to comply substantially 
with anv such provision. 

(c) If, at anv time during the taxable year, the Board has reason to believe that a State 
whose law it has previously approved, may not be certified under subsection (b), it shall 
promptly so notify the Governor of such State. 

2Sec. 904. (a) There is hereby established in the Treasury of the United States a trust 
fund to be known as the “Unemnloyment Trust Fund.’ hereinafter in this title ealled the 
“Fund.” The Secretary of the Treasury is anthorized and directed to receive and hold in 
the Fund all monevs deposited therein by a State agency from a State unemployment fund. 
Such denosit may be made directly with the Secretary of the Treasury or with any Federal 
reserve bank or member bank of the Federal Reserve System designated by him for such 
purpose. 

(b) It shall be the duty of the Secretary of the Treasury to invest such portion of the 
Fund as is not, in his judgment, required to meet current withdrawals. Such investment 
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Secretary of the Treasury, who is to invest in government securities any portion 
not required in his judgment to meet current withdrawals. He is authorized and 
directed to pay out of the Fund to any competent state agency such sums as it 
may duly requisition from the amount standing to its credit. § 904 (f). 

Title LII, which is also challenged as invalid, has the caption “Grants to States 
for Unemployment Compensation Administration.” Under this title, certain 
sums of money are “authorized to be appropriated” for the purpose of assisting 
the states in the administration of their unemployment compensation laws, the 
maximum for the fiscal year ending June 30, 1936 to be $4,000,000, and $49,000,000 
for each fiscal year thereafter. §301. No present appropriation is made to the 
extent of a single dollar. All that the title does is to authorize future appro- 
priations. Actually only $2,250,000 of the $4,000,000 authorized was appropriated 
for 1936 (Act of Feb. 11, 1936, c. 49, 49 Stat. 1109, 1113) and only $29,000,000 of 
the $49,000,000 authorized for the following year. Act of June 22, 1936, c. 689, 
49 Stat. 1597, 1605. The appropriations when made were not specifically out of 
the proceeds of the employment tax, but out of any moneys in the Treasury. 
Other sections of the title prescribe the method by which the payments are to be 
made to the state ($302) and also certain conditions to be established to the 
satisfaction of the Social Security Board before certifying the propriety of a 
payment to the Secretary of the Treasury. §303. They are designed to give 
assurance to the Federal Government that the moneys granted by it will not be 
expended for purposes alien to the grant, and will be used in the administration 
of genuine unemployment compensation laws. 

The assault on the statute proceeds on an extended front. Its assailants take 
the ground that the tax is not an excise; that it is not uniform throughout the 
United States as excises are required to be; that its exceptions are so many 
and arbitrary as to violate the Fifth Amendment; that its purpose was not 
revenue, but an unlawful invasion of the reserved powers of the states; and that 
the states in submitting to it have yielded to coercion and have abandoned gov- 
ernmental functions which they are not permitted to surrender. 

The objections will be considered seriatim with such further explanation as 
may be necessary to make their meaning clear. 

First. The tax, which is described in the statute as an excise, is laid with 
uniformity throughout the United States as a duty, an impost or an excise upon 
the relation of employment. 

1. We are told that the relation of employment is one so essential to the pursuit 
of happiness that it may not be burdened with a tax. Appeal is made to history. 
From the precedents of colonial days we are supplied with illustrations of excises 
common in the colonies. They are said to have been bound up with the enjoy- 
ment of particular commodities. Appeal is also made to principle or the analysis 
of concepts. An excise, we are told, imports a tax upon a privilege; employment, 
it is said, is a right, not a privilege, from which it follows that employment is not 
subject to an excise. Neither the one appeal nor the other leads to the desired 
goal. 


may be made only in interest-bearing obligations of the United States or in obligations 
guaranteed as to both principal and interest by the United States. For such purpose such 
obligations may be acquired A, on original issue at par, or (2) by purchase of outstanding 
obligations at the market price. The purposes for which obligations of the United States 
may be issued under the Second Liberty Bond Act, as amended, are hereby extended to 
authorize the issuance at par of special obligations exclusively to the Fund. Such special 
obligations shall bear interest at a rate equal to the average rate of interest, computed as 
of the end of the calendar month next preceding the date of such issue, borne by all 
interest-bearing obligations of the United States then forming part of the public debt; 
except that where such average rate is not a multiple of one-eighth of 1 per centum, the 
rate of interest of such special obligations shall be the multiple of one-eighth of 1 per 
centum next lower than such average rate. Obligations other than such special obligations 
may be acquired for the Fund only on such terms as to provide an investment yield not 
less than the yield which would be required in the case of special obligations if issued to 
the Fund upon the date of such acquisition. 

(c) Any obligations acquired by the Fund (except special obligations issued exclusively 
to the Fund) may be sold at the market price, and such special obligations may be redeemed 
at par p'us accrued interest. 

(d) The interest on, and the proceeds from the sale or redemption of, any obligations 
held in the Fund shall be credited to and form a part of the Fund. 

(e) The Fund shall be invested as a single fund, but the Secretary of the Treasury shall 
maintain a separate book account for each State agency and shall credit quarterly on 
March 31, June 30, September 30, and December 31, of each year, to each account, on the 
basis of the average daily balance of such account, a proportionate part of the earnings of 
the Fund for the quarter ending on such date. 

(f) The Secretary of the Treasury is authorized and directed to pay out of the Fund to 
any State agency such amount as it may duly requisition, not exceeding the amount stand- 
ing to the account of such State agency at the time of such payment. 
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As to the argument from history : Doubtless there were many excises in colonial 
days and later that were associated, more or less intimately, with the enjoy- 
ment or the use of property. This would not prove, even if no others were then 
known, that the forms then accepted were not subject to enlargement. Cf. 
Pensacola Telegraph Co. v. Western Union, 96 U. e 1, 9; In re Debs, 158 U. 8S. 
564, 591; South Carolina vy. United States, 199 U. S. 437, 448, 449. But in truth 
other excises were known, and known since early times. Thus in 1695 (6 & 7 
Wm. III, c. 6), Parliament passed an act which granted “to His Majesty 
certain Rates and Duties upon Marriage, Births and Burials,” all for the pur- 
pose of “carrying on the War against France with Vigour.” See Opinion of 
the Justices, 196 Mass. 603, 609; 85 N. E. 545. No commodity was affected there. 
The industry of counsel has supplied us with an apter illustration where the 
tax was not different in substance from the one now challenged as invalid. In 
1777, before our Constitutional Convention, Parliament laid upon employers an 
annual “duty” of 21 shillings for “every male Servant” employed in stated forms 
of work.* Revenue Act of 1777, 17 George III, c. 39. The point is made as a 
distinction that a tax upon the use of male servants was thought of as a tax 
upon a luxury. Davis v. Boston € Maine R. Co., supra. It did not touch employ- 
ments in husbandry or business. This is to throw over the argument that his- 
torically an excise is a tax upon the enjoyment of commodities. But the at- 
tempted distinction, whatever may be thought of its validity, is inapplicable 
to a statute of Virginia passed in 1780. ‘There a tax of three pounds, six shill- 
ings and eight pence was to be paid for every male tithable above the age of 
twenty-one years (with stated exceptions), and a like tax for “every white 
servant whatsoever, except apprentices under the age of twenty one years.” 
10 Hening’s Statutes of Virginia, p. 244. Our colonial forbears knew more about 
ways of taxing than some of their descendants seem to be willing to concede.® 

The historical prop failing, the prop or fancied prop of principle remains. 
We learn that employment for lawful gain is a “natural” or “inherent” or 
“inalienable” right, and not a “privilege” at all. But natural rights, so called, 
are as much subject to taxation as rights of less importance.® An excise is 
not limited to vocations or activities that may be prohibited altogether. It is 
not limited to those that are the outcome of a franchise. It extends to vocations 
or activities pursued as of common right. What the individual does in the 
operation of a business is amenable to taxation just as much as what he owns, 
at all events if the classification is not tyrannical or arbitrary. “Business is as 
legitimate an object of the taxing powers as property.” Newton v. Atchison, 
31 Kan. 151, 154 (per Brewer, J.) ; 1 Pac. 288. Indeed, ownership itself, as we 
had occasion to point out the other day, is only a bundle of rights and privileges 
invested with a single name. Henneford vy. Silas Mason Co., 300 U. S. 577. “A 
state is at liberty, if it pleases, to tax them all collectively, or to separate the 
faggots and lay the charge distributively.” Ibid. Employment is a business 
relation, if not itself a business. It is a relation without which business could 
seldom be carried on effectively. The power to tax the activities and relations 
that constitute a calling considered as a unit is the power to tax any of them. 
The whole includes the parts. Nashville, C. é St. L. Ry. Co. v. Wallace, 288 
U. S. 249, 267, 268. 

The subject matter of taxation open to the power of the Congress is as com- 
prehensive as that open to the power of the states, though the method of ap- 
portionment may at times be different. “The Congress shall have power to 


®The list of services is comprehensive. It included: “Maitre d’Hotel, House-steward, 
Master of the Horse, Groom of the Chamber, Valet de Chambre, Butler, Under-butler, Clerk 
of the Kitchen, Confectioner, Cook, House-porter, Footman, Running-footman, Coachman, 
Groom, Postillion, Stable-boy, and the respective Helpers in the Stables of such Coachman, 
Groom, or Postillion, or in the Capacity of Gardener (not being a Day-labourer), Park- 
keeper, Game-keeper, Huntsman, Whipper-in . se 

‘The statute, amended from time to time, but with its basic structure unaffected, is on 
the statute books today. Act of 1803, 43 George III, c. 161; Act of 1812, 52 George III, 
c. 93; Act of 1853, 16 & 17 Vict., c. 90; Act of 1869, 32 & 33 Vict., c. 14. “O4 Halsbury’s 
Laws of England, Ist ed., pp. 692 et seq. 

5See also the following laws imposing occupation taxes: 12 Hening’s Statutes of 
Virginia, p. 285, Act of 1786: Chandler, The Colonial Records of Georgia, vol. 19, Part 2, 
». ae of 1778; 1 Potter, Taylor and Yancey, North Carolina Revised Laws, p. 501, Act 
0 ‘ 

¢The cases are brought together by Professor John MacArthur Maguire in an essay, 
“Taxing the Exercise of Natural Rights” (Harvard Legal Essays, 1934, pp. 273, 322). 

The Massachusetts decisions must be read in the light of the particular definitions and 
Testrictions of the Massachusetts Constitution. Opinion of the Justices, 282 Mass. 619, 
622; 186 N. BE. 490; 266 Mass. 590, 593; 165 N. E. 904. And see Howes Brothers Co. v. 
Massachusetts Unemployment Compe nsation Comm ’n, supra, pp. 730, 731. 
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lay and collect taxes, duties, imposts and excises.” Art. 1, § 8. If the tax is a 
direct one, it shall be apportioned according to the census or enumeration. If 
it is a duty, impost, or excise, it shall be uniform throughout the United States, 
Together, these classes include every form of tax appropriate to sovereignty, 
Of. Burnet v. Brooks, 288 U. 8. 378, 403, 405; Brushaber v. Union Pacific R. Co,, 
240 U. E.1,12. Whether the tax is to be classified as an “excise” is in truth not 
of critical importance. If not that, it is an “impost” (Pollock v. Farmers’ Loan & 
Trust Co., 158 U. 8S. 601, 622, 625; Pacific Insurance Co. vy. Soule, 7 Wall. 433, 
445), or a “duty” (Veazie Bank v. Fenno, 8 Wall. 533, 546, 547; Pollock v. Farm- 
ers’ Loan & Trust Oo., 157 U. 8. 429, 570; Knowlton v. Moore, 178 U. 8. 41, 46), 
A capitation or other “direct” tax it certainly is not. “Although there have 
been from time to time intimations that there might be some tax which was not 
a direct tax nor included under the words ‘duties, imposts and excises,’ such a 
tax for more than one hundred years of national existence has as yet remained 
undiscovered, notwithstanding the stress of particular circumstances has invited 
thorough investigation into sources of powers.’ Pollock v. Farmers’ Loan & 
Trust Co., 157 U. S. 429, 557. There is no departure from that thought in later 
cases, but rather a new emphasis of it. Thus, in Thomas vy. United States, 192 
U. S. 363, 370, it was said of the words “duties, imposts and excises” that “they 
were used comprehensively to cover customs and excise duties imposed on im- 
portation, consumption, manufacture and sale of certain commodities, privi- 
leges, particular business transactions, vocations, occupations and the like.” 
At times taxpayers have contended that the Congress is without power to lay 
an excise on the enjoyment of a privilege created by state law. The contention 
has been put aside as baseless. Congress may tax the transmission of property 
by inheritance or will, though the states and not Congress have created the 
privilege of succession. Knowlton v. Moore, supra, p. 58. Congress may tax the 
enjoyment of a corporate franchise, though a state and not Congress has 
brought the franchise into being. Flint v. Stone Tracy Co., 220 U. S. 107, 155. 
The statute books of the states are strewn with illustrations of taxes laid on 
occupations pursued of common right.’ We find no basis for a holding that the 
power in that regard which belongs by accepted practice to the legislatures of 
the States, has been denied by the Constituton to the Congress of the nation. 

2. The tax being an excise, its imposition must conform to the canon of uni- 
formity. There has been no departure from this requirement. According to the 
settled doctrine the uniformity exacted is geographical, not intrinsic. Anowlton 
vy. Moore, supra, p. 83; Flint v. Stone Tracy Co., supra, p. 158; Billings v. United 
States, 232 U. S. 261, 282; Stellwagen v. Clum, 245 U. S. 605, 613; LaBelle Iron 
Works v. United States, 256 U. S. 377, 392; Poe v. Seaborn, 282 U. 8S. 101, 117; 
Wright v. Vinton Branch Mountain Trust Bank, 300 U. S. 440. “The rule of 
liability shall be the same in all parts of the United States.” Florida vy. Mellon, 
278 U.S. 12, 17. 

Second. The excise is not invalid under the provisions of the Fifth Amendment 
by force of its exemptions. 

The statute does not apply, as we have seen, to employers of less than eight. 
It does not apply to agricultural labor, or domestic service in a private home 
or to some other classes of less importance. Petitioner contends that the effect 
of these restrictions is an arbitrary discrimination vitiating the tax. 

The Fifth Amendment unlike the Fourteenth has no equal protection clause. 
LaBelle Iron Works v. United States, supra; Brushaber v. Union Pacific R. Co., 
supra, p. 24. But even the states, though subject to such a clause, are not 
confined to a formula of rigid uniformity in framing measures of taxation. 
Swiss Oil Corp. vy. Shanks, 273 U. S. 407, 413. They may tax some kinds of 
property at one rate, and others at another, and exempt others altogether. Bell’s 
Gap R. Co. y. Pennsylvania, 134 U. S. 232; Stebbins v. Riley, 268 U. S. 137, 142; 


7 Alabama General Acts, 1935, ce. 194, Art. XIII (flat license tax on occupations) ; 
Arizona Revised Code, Supplement (1926) § 3138a et sea. (General gross receipts tax): 
Connecticut General Statutes, Supplement (1935) §§ 457c, 458e (cross receipts tax on 
unincorporated businesses) : Revised Code of Delaware (1935) §§ 192-197 (flat license tax 
on occupations) ; Compiled Laws of Florida. Permanent Supplement (1936) Vol. I, § 1279 
(flat license tax on occupations) ; Georgia Laws. 1935, p. 11 (flat license tax on occupa- 
tions): Indiana Statutes Ann. (1933) § 64-2601 et seq. (general gross receints tax): 
Louisiana Laws. 3rd Extra Session, 1934, Act No. 15. 1st Extra Session, 1935, Acts 
Nos. 5, 6 (general gross receints tax) : Mississippi Laws, 1934, c. 119 (general gross receipts 
tax): New Mexico Laws, 1935, e. 75 (general gross receints tax) * South Dakota Laws, 
1988, c. 184 (general gross receipts tax, expired June 30, 1935): Washington Laws, 1935, 
ce. 180. Title II (general gross receipts tax): West Virginia Code, Supplement (1935) 
§ 960 (general gross receipts tax 
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Ohio Oil Co. v. Conway, 281 U. 8. 146, 150. They may lay an excise on the opera- 
tions of a particular kind of business, and exempt some other kind of business 
closely akin thereto. Quong Wing v. Kirkendall, 223 U. 8. 59, 62; American Sugar 
Refining Co. v. Louisiana, 179 U. 8. 89, 94; Armour Packing Co. v. Lacy, 200 U. 8. 
996, 235; Brown-Forman Co. v. Kentucky, 217 U. 8. 563, 573; Heisler v. Thomas 
Colliery Co., 260 U. S. 245, 255; State Board of Tax Comm/’rs vy. Jackson, 283 
U. S. 527, 537, 588. If this latitude of judgment is lawful for the states, it is 
lawful, @ fortiori, in legislation by the Congress, which is subject to restraints 
less narrow and confining. Quong Wing v. Kirkendall, supra. 

The classifications and exemptions directed by the statute now in controversy 
have support in considerations of policy and practical convenience that cannot 
be condemned as arbitrary. The classifications and exemptions would therefore 
be upheld if they had been adopted by a state and the provisions of the Fourteenth 
Amendment were invoked to annul them. This is held in two cases passed upon 
today in which precisely the same provisions were the subject of attack, the 
provisions being contained in the Unemployment Compensation Law of the State 
of Alabama. Carmichael v. Southern Coal & Coke Co., and Carmichael v. Gulf 
States Paper Corp., ante, p. 495. The opinion rendered in those cases covers the 
ground fully. It would be useless to repeat the argument. The act of Congress 
is therefore valid, so far at least as its system of exemptions is concerned, and 
this though we assume that discrimination, if gross enough, is equivalent to con- 
fisecation and subject under the Fifth Amendment to challenge and annulment. 

Third. This excise is not void as involving the coercion of the States in con- 
travention of the Tenth Amendment or of restrictions implicit in our federal 
form of government. 

The proceeds of the excise when collected are paid into the Treasury at Wash- 
ington, and thereafter are subject to appropriation like public moneys generally. 
Cincinnati Soap Co. v. United States, ante, p. 308. No presumption can be in- 
dulged that they will be misapplied or wasted.* Even if they were collected in 
the hope or expectation that some other and collateral good would be furthered 
as an incident, that without more would not make the act invalid. Sonzinsky 
v. United States, 300 U. S. 506. This indeed is hardly questioned. The case 
for the petitioner is built on the contention that here an ulterior aim is wrought 
into the very structure of the act, and what is even more important, that the 
aim is not only ulterior, but essentially unlawful. In particular, the 90-per- 
cent credit is relied upon as supporting that conclusion. But before the statute 
succumbs to an assault upon these lines, two propositions must be made out 
by the assailant. Cincinnati Soap Co. v. United States, supra. There must be 
a showing in the first place that separated from the credit the revenue provi- 
sions are incapable of standing by themselves. There must be a showing in 
the second place that the tax and the credit in combination are weapons of 
coercion, destroying or impairing the autonomy of the states. The truth of 
each proposition being essential to the success of the assault, we pass for con- 
venience to a consideration of the second, without pausing to inquire whether 
there has been a demonstration of the first. 

To draw the line intelligently between duress and inducement there is need 
to remind ourselves of facts as to the problem of unemployment that are now 
matters of common knowledge. West Coast Hotel Co. v. Parrish, 300 U. S. 379. 
The relevant statistics are gathered in the brief of counsel for the Government. 
Of the many available figures a few only will be mentioned. During the years 
1929 to 1936, when the country was passing through a cyclical depression, the 
number of the unemployed mounted to unprecedented heights. Often the average 
was more than 10 million; at times a peak was attained of 16 million or more. 
Disaster to the breadwinner meant disaster to dependents. Accordingly the roll 
of the unemployed, itself formidable enough, was only a partial roll of the 
destitute or needy. The fact developed quickly that the states were unable to 
give the requisite relief. The problem had become national in area and di- 
mensions. There was need of help from the nation if the people were not to 
starve. It is too late today for the argument to be heard with tolerance that in 
a crisis so extreme the use of the moneys of the nation to relieve the unemployed 
and their dependents is a use for any purpose narrower than the promotion of 


8The total estimated receipts, without taking into account the 90-percent deduction, 
range from $225,000.000 in the first year to over $900,000,000 seven years later. Even 
if the maximum credits are available to taxnayers in all states, the maximum estimated 
receipts from Title IX will range between $22.000,000, at one extreme, to $90,000,000 at 
the other. If some of the states hold out in their unwillingness to pass statutes of their 
own, the receipts will be still larger. 
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the general welfare. Cf. United States v. Butler, 297 U. S. 1, 65, 66, Helvering y, 
Davis, decided herewith, post, p. 619. The nation responded to the call of the dig. 
tressed. Between January 1, 1933, and July 1, 1936, the states (according to sta- 
tistics submitted by the Government) incurred obligations of $689,291,802 for 
emergency relief; local subdivisions an additional $775,675,366. In the same 
period the obligations for emergency relief incurred by the national government 
were $2,929,307,125, or twice the obligations of states and local agencies combined, 
According to the President’s budget message for the fiscal year 1938, the national 
government expended for public works and unemployment relief for the three 
fiscal years 1934, 1935, and 1936, the stupendous total of $8,681,000,000. The 
parens patriae has many reasons—fiscal and economic as well as social and 
moral—for planning to mitigate disasters that bring these burdens in their train, 

In the presence of this urgent need for some remedial expedient, the ques- 
tion is to be answered whether the expedient adopted has overlept the bounds 
of power. The assailants of the statute say that its dominant end and aim is to 
drive the state legislatures under the whip of economic pressure into the enact- 
ment of unemployment compensation laws at the bidding of the central govern- 
ment. Supporters of the statute say that its operation is not constraint, but 
the creation of a larger freedom, the states and the nation joining in a coopera- 
tive endeavor to avert a common evil. Before Congress acted, unemployment 
compensation insurance was still, for the most part, a project and no more, 
Wisconsin was the pioneer. Her statute was adopted in 1931. At times bills 
for such insurance were introduced elsewhere, but they did not reach the stage 
of law. In 1935, four states (California, Massachusetts, New Hampshire and 
New York) passed unemployment laws on the eve of the adoption of the Social 
Security Act, and two others did likewise after the federal act and later in 
the year. The statutes differed to some extent in type, but were directed to a 
common end. In 1936, twenty-eight other states fell in line, and eight more 
the present year. But if states had been holding back before the passage of 
the federal law, inaction was not owing, for the most part, to the lack of sym- 
pathetic interest. Many held back through alarm lest, in laying such a toll 
upon their industries, they would place themselves in a position of economic 
disadvantage as compared with neighbors or competitors. . See House Report, 
No. 615, 74th Congress, 1st session, p. 8; Senate Report, No. 628, 74th Congress, 
1st session, p. 11.°. Two consequences ensued. One was that the freedom of a 
state to contribute its fair share to the solution of a national problem was para- 
lyzed by fear. The other was that insofar as there was failure by the states 
to contribute relief according to the measure of their capacity, a disproportionate 
burden, and a mountainous one, was laid upon the resources of the Government 
of the nation. 

The Social Security Act is an attempt to find a method by which all these public 
agencies may work together to a common end. Every dollar of the new taxes 
‘will continue in all likelihood to be used and needed by the nation as long as 
states are unwilling, whether through timidity or for other motives, to do what 
can be done at home. At least the inference is permissible that Congress so 
believed, though retaining undiminished freedom to spend the money as it pleased. 
On the other hand fulfillment of the home duty will be lightened and encouraged 
by crediting the taxpayer upon his account with the Treasury of the nation to the 
extent that his contributions under the laws of the locality have simplified or 
diminished the problem of relief and the probable demand upon the resources of 
the fisc. Duplicated taxes, or burdens that approach them, are recognized hard- 
ships that government, state or national, may properly avoid. Henneford v. Silas 
Mason Co., supra; Kidd v. Alabama, 188 U. S. 730, 732; Watson v. State Comp- 
troller, 254 U. S. 122, 125. If Congress believed that the general welfare would 
better be promoted by relief through local units than by the system then in vogue, 
the céoperating localities ought not in all fairness to pay a second time. 

Who then is coerced through the operation of this statute? Not the taxpayer. 
He pays in the fulfillment of the mandate of the local legislature. Not the state. 
Even 1ow she does not offer a suggestion that in passing the unemployment 


®°The attitude of Massachusetts is significant. Her act became a law August 12. 1935, 
two days before the federal act. Even so, she prescribed that its provisions should not 
become operative unless the federal bill became a law. or unless eleven of the following 
states (Alabama, Connecticut, Delaware, Georgia, Illinois, Indiana, Iowa, Maine. Marvland, 
Michigan, Minnesota, Missouri, New Hampshire, New Jersey, New York, North Carolina, 
Ohio. Rhode Island, South Carolina, Tennessee. Vermont) shonld imnose on their emplovers 
burdens substantially equivalent. Acts of 1935. c. 479, vp. 655. Her fear of competition 
is thus forcefully attested. See also California Laws. 1935, c. 352, Art. I. § 2: Idaho Laws, 
1936 (Third Extra Session) c. 12, § 26; Mississippi Laws, 1936, c. 176, § 2—a. 
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law she was affected by duress. See Carmichael v. Southern Coal & Coke Co., 
and Carmichael v. Gulf States Paper Corp., supra. For all that appears she 
is satisfied with her choice, and would be sorely disappointed if it were now 
to be annulled. The difficulty with the petitioner’s contention is that it confuses 
motive with coercion. “Every tax is in some measure regulatory. To some 
extent it interposes an economic impediment to the activity taxed as compared 
with others not taxed.” Sonzinsky v. United States, supra. In like manner 
every rebate from a tax when conditioned upon conduct is in some measure a 
temptation. But to hold that motive or temptation is equivalent to coercion 
is to plunge the law in endless difficulties. The outcome of such a doctrine is 
the acceptance of a philosophical determinism by which choice becomes im- 
possible. Till now the law has been guided by a robust commonsense which 
assumes the freedom of the will as a working hypothesis in the solution of its 
problems. The wisdom of the hypothesis has illustration in this case. Nothing 
in the case suggests the exertion of a power akin to undue influence, if we 
assume that such a concept can ever be applied with fitness to the relations 
between state and nation. Even on that assumption the location of the point 
at which pressure turns into compulsion, and ceases to be inducement, would 
be a question of degree—at times, perhaps, of fact. The point had not been 
reached when Alabama made her choice. We cannot say that she was acting, 
not of her unfettered will, but under the strain of a persuasion equivalent to 
undue influence, when she chose to have relief administered under laws of her 
own making, by agents of her own selection, instead of under federal laws, 
administered by federal officers, with all the ensuing evils, at least to many 
minds, of federal patronage and power. There would be a strange irony, indeed, 
if her choice were now to be annulled on the basis of an assumed duress in the 
enactment of a statute which her courts have accepted as a true expression 
of her will. Beeland Wholesale Co. v. Kaufman, supra. We think the choice 
must stand. 

In ruling as we do, we leave many questions open. We do not say that a 
tax is valid, when imposed by act of Congress, if it is laid upon the condition 
that a state may escape its operation through the adoption of a statute unrelated 
in subject matter to activities fairly within the scope of national policy and power. 
No such question is before us. In the tender of this credit Congress does not 
intrude upon fields foreign to its function. The purpose of its intervention, as 
we have shown, is to safeguard its own treasury and as an incident to that protec- 
tion to place the states upon a footing of equal opportunity. Drains upon its 
own resources are to be checked ; obstructions to the freedom of the states are to 
be leveled. It is one thing to impose a tax dependent upon the conduct of the 
taxpayers, or of the state in which they live, where the conduct to be stimulated 
or discouraged is unrelated to the fiscal need subserved by the tax in its normal 
operation, or to any other end legitimately national. The Child Labor Tag Case, 
259 U. S. 20, and Hill v. Wallace, 259 U. S. 44, were decided in the belief that the 
Statutes there condemned were exposed to that reproach. Cf. United States v. 
Constantine, 296 U. S. 287. It is quite another thing to say that a tax will be 
abated upon the doing of an act that will satisfy the fiscal need, the tax and the 
alternative being approximate equivalents. In such circumstances, if in no 
others, inducement or persuasion does not go beyond the bounds of power. We 
do not fix the outermost line. Enough for present purposes that wherever the 
line may be, this statute is within it. Definition more precise must abide the 
wisdom of the future. 

Florida v. Mellon, 273 U. S. 12, supplies us with a precedent, if precedent be 
needed. What was in controversy there was § 301 of the Revenue Act of 1926, 
which imposes a tax upon the transfer of a decedent’s estate, while at the same 
time permitting a credit, not exceeding 80 percent, for “the amount of any estate, 
inheritance, legacy, or succession taxes actually paid to any State or Territory.” 
Florida challenged that provision as unlawful. Florida had no inheritance taxes 
and alleged that under its constitution it could not levy any. 273 U. S. 12, 15. 
Indeed, by abolishing inheritance taxes, it had hoped to induce wealthy persons 
to become its citizens. See 67 Cong. Rec., Part 1, pp. 735, 752. It argued at our 
bar that “the Estate Tax provision was not passed for the purpose of raising 
federal revenue” (273 U. S. 12, 14), but rather “to coerce States into adopting 
estate or inheritance tax laws.” 273 U.S. 12,13. In fact, as a result of the 80 
percent credit, material changes of such laws were made in 36 states.” In the 





10 Perkins, State action under the Federal Est v 
teen oe dera state Tax Credit Clause, 13 North Carolina 
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face of that attack we upheld the act as valid. Cf. Massachusetts v. Mellon, 262 
U. S. 447, 482; also Act of August 5, 1861, c. 45, 12 Stat. 292; Act of May 13, 1862, 
c. 66, 12 Stat. 384. 

United States v. Butler, supra, is cited by petitioner as a decision to the con- 
trary. There a tax was imposed on processors of farm products, the proceeds to 
be paid to farmers who would reduce their acreage and crops under agreements 
with the Secretary of Agriculture, the plan of the act being to increase the prices 
of certain farm products by decreasing the quantities produced. The court held 
(1) that the so-called tax was not a true one (pp. 56, 61), the proceeds being 
earmarked for the benefit of farmers complyng with the prescribed conditions, 
(2) that there was an attempt to regulate production without the consent of the 
state in which production was affected, and (3) that the payments to farmers 
were coupled with coercive contracts (p. 73), unlawful in their aim and oppres- 
sive in their consequences. The decision was by a divided court, a minority 
taking the view that the objections were untenable. None of them is applicable 
to the situation here developed. 

(a) The proceeds of the tax in controversy are not earmarked for a special 
group. 

(b) The unemployment compensation law which is a condition of the credit 
has had the approval of the state and could not be a law without it. 

(c) The condition is not linked to an irrevocable agreement, for the state at 
its pleasure may repeal its unemployment law, § 903 (a) (6), terminate the 
credit, and place itself where it was before the credit was accepted. 

(d) The condition is not directed to the attainment of an unlawful end, but 
to an end, the relief of unemployment, for which nation and state may lawfully 
coéperate. 

Fourth. The statute does not call for a surrender by the states of powers essen- 
tial to their quasi-sovereign existence. 

Argument to the contrary has its source in two sections of the act. One see- 
tion (903™) defines the minimum criteria to which a state compensation system 
is required to conform if it is to be accepted by the Board as the basis for a credit. 
The other section (904**) rounds out the requirement with complementary rights 
and duties. Not all the criteria or their incidents are challenged as unlawful. 
We will speak of them first generally, and then more specifically in so far as 
they are questioned. 

A credit to taxpayers for payments made to a State under a state unemploy- 
ment law will be manifestly futile in the absence of some assurance that the law 
leading to the credit is in truth what it professes to be. An unemployment law 
framed in such a way that the unemployed who look to it will be deprived of 
reasonable protection is one in name and nothing more. What is basic and 
essential may be assured by suitable conditions. The terms embodied in these 
sections are directed to that end. A wide range of judgment is given to the 
several states as to the particular type of statute to be spread upon their books. 
For anvthing to the contrary in the provisions of this act they may use the pooled 
unemployment form, which is in effect with variations in Alabama, California, 
Michigan, New York, and elsewhere. They may establish a system of merit rat- 
ings applicable at once or to go into effect later on the basis of subsequent 
experience. Cf. §§ 909, 910. They may provide for employee contributions as 
in Alsbama and California, or put the entire burden upon the employer as in 
New York. They may choose a system of unemployment reserve accounts by 
which an employer is permitted after his reserve has accumulated to contribute 
at a reduced rate or even not at all. This is the system which had its origin in 
Wiseonsin. What they mav not do, if they would earn the credit, is to denart 
from those standards which in the judgment of Congress are to be ranked as 
fundamental. Even if oninion mav differ as to the fundamental quality of one 
or more of the conditions, the difference will not avail to vitiate the statute. 
In determining essentials Congress must have the benefit of a fair margin of 
diseretion. One cannot say with reason that this margin has been exceeded, or 
that the basic standards have been determined in any arbitrary fashion. In 
the event that some particular condition shall be found to be too uncertain to 
be can?hle of enforcement, it may be severed from the others, and what is left 
will still be valid. 

We are to keep in mind steadily that the eonditions to be approved by the 
Board as the basis for a credit are not provisions of a contract, but terms of a 
statute, which may be altered or repealed. §903 (a) (6). The state does not 


11 Soe note 1, supra. 
12 See note 2, supra. 
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bind itself to keep the law in force. It does not even bind itself that the moneys 
paid into the federal fund will be kept there indefinitely or for any stated time. 
On the contrary, the Secretary of the Treasury will honor a requisition for the 
whole or any part of the deposit in the fund whenever one is made by the appro- 
priate officials. The only consequence of the repeal or excessive amendment of 
the statute, or the expenditure of the money, when requisitioned, for other than 
compensation uses or administrative expenses, is that approval of the law will 
end, and with it the allowance of a credit, upon notice to the state agency and an 
opportunity for hearing. § 903 (b) (c). 

These basic considerations are in truth a solvent of the problem. Subjected to 
their test, the several objections on the score of abdication are found to be unreal. 

Thus, the argument is made that by force of an agreement the moneys when 
withdrawn must be “paid through public employment offices in the State or 
through such other agencies as the Board may approve.” §903 (a) (1). But in 
truth there is no agreement as to the method of disbursement. There is only a 
condition which the state is free at pleasure to disregard or to fulfill. Moreover, 
approval is not requisite if public employment offices are made the disbursing 
instruments. Approval is to be a check upon resort to “other agencies” that may, 
perchance, be irresponsible. A state looking for a credit must give assurance 
that her system has been organized upon a base of rationality. 

There is argument again that the moneys when withdrawn are to be devoted 
to specific uses, the relief of unemployment, and that by agreement for such pay- 
ment the quasi-sovereign position of the state has been impaired, if not aban- 
doned. But againt there is confusion between promise and condition. Alabama 
is still free, without breach of an agreement, to change her system overnight. 
No officer or agency of the national Government can force a compensation law 
upon her or keep it in existence. No officer or agency of that Government, either 
by suit or other means, can supervise or control the application of the payments. 

Finally and chiefly, abdication is supposed to follow from § 904 of the statute 
and the parts of § 903 that are complementary thereto. § 903 (a) (3). By 
these the Secretary of the Treasury is authorized and directed to receive and 
hold in the Unemployment Trust Fund ali moneys deposited therein by a state 
agency for a state unemployment fund and to invest in obligations of the United 
States such portion of the Fund as is not in his judgment required to meet current 
withdrawals. We are told that Alabama in consenting to that deposit has re- 
nounced the plenitude of power inberent in her statehood. 

The same pervasive misconception is in evidence again. All that the state has 
done is to say in effect through the enactment of a statute that her agents shall 
be authorized to deposit the unemployment tax receipts in che Treasury at 
Washington. Alabama Unemployment Act of September 14, 1935, § 10 (i). 
The statute may be repealed. § 903 (a) (6). The consent may be revoked. 
The deposits may be withdrawn. The moment the state commission gives notice 
to the depositary that it would like the moneys back, the Treasurer will return 
them. To find state destruction there is to find it almost anywhere. With nearly 
as much reason one might say that a state abdicates its functions when it places 
the state moneys on deposit in a national bank. 

There are very good reasons of fiscal and governmental pelicy why a State 
should be willing to make the Secretary of the Treasury the custodian of the 
fund. His possession of the moneys and his control of investments will be an 
assurance of stability and safety in times of stress and strain. A report of the 
Ways and Means Committee of the House of Representatives, quoted in the 
margin, develops the situation clearly.” Nor is there risk of loss or waste. The 


“This last provision will not only afford maximum safety for these funds but is very 
essential to insure that they will operate to promote the stability of business rather than 
the reverse. Unemployment reserve funds have the peculiarity that the demands upon 
them fluctuate considerably, being heaviest when business slackens. If, in such times, the 
securities in which these funds are invested are thrown upon the market for liquidation, the 
net effect is likely to be increased deflation. Such a result is avoided in this bill through 
the provision that all reserve funds are to be held by the United States Treasury, to be 
invested and licuidated by the Secretary of the Treasury in a manner calculated to promote 
business stability. When business conditions are such that investment in securities pur- 
chased on the open market is unwise, the Secretary of the Treasury may issue special 
nonnegotiable obligations exclusively to the unemployment trust fund. When a reverse 
situation exists and heavy drains are made upon the funds for payment of unemployment 
benefits, the Treasury does not have to dispose of the securities belonging to the fund in 
open market but may assume them itself. With such a method of handling the reserve 
funds, it is believed that this bill will solve the problem often raised in @isenssions of 
unemployment compensation, regarding the possibility of transferring purchasing power 
from boom periods to depression periods. It will in fact operate to sustain purchasing 
power at the onset of a depression without having any counteracting deflationary tend- 
encies."” House Report No. 615, 74th Congress, 1st session, p. 9. ” 
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credit of the Treasury is at all times back of the deposit, with the result that 
the right of withdrawal will be unaffected by the fate of any intermediate in. 
wees just as if a checking account in the usual form had been opened in 
a bank. 

The inference of abdication thus dissolves in thinnest air when the deposit 
is conceived of as dependent upon a statutory consent, and not upon a contract 
effective to create a duty. By this we do not intimate that the conclusion would 
be different if a contract were discovered. Even sovereigns may contract with- 
out derogating from their sovereignty. Perry v. United States, 294 U. 8. 3380, 
353; 1 Oppenheim, International Law, 4th ed., §§ 493, 494; Hall, International 
Law, 8th ed., § 107; 2 Hyde, International Law, § 489. The states are at liberty, 
upon obtaining the consent of Congress, to make agreements with one another. 
Constitution, Art. I, § 10, par. 3. Poole v. Fleeger, 11 Pet. 185, 209; Rhode 
Island v. Massachusetts, 12 Pet. 657, 725. We find no room for doubt that 
they may do the like with Congress if the essence of their statehood is main- 
tained without impairment.“ Alabama is seeking and obtaining a credit of 
many millions in favor of her citizens out of the Treasury of the nation. No- 
where in our scheme of government—in the limitations express or implied of our 
federal constitution—do we find that she is prohibited from assenting to con- 
ditions that will assure a fair and just requital for benefits received. But we 
will not labor the point further. An unreal prohibition directed to an unreal 
agreement will not vitiate an act of Congress, and cause it to collapse in ruin, 

Fifth. Title III of the act is separable from Title IX, and its validity is not 
at issue. 

The essential provisions of that title have been stated in the opinion. As al- 
ready pointed out, the title does not appropriate a dollar of the public moneys. 
It does no more than authorize appropriations to be made in the future for the 
purpose of assisting states in the administration of their laws, if Congress 
shall decide that appropriations are desirable. The title might be expunged, and 
Title IX would stand intact. Without a severability clause we should still be 
led to that conclusion. The presence of such a clause ($ 1103) makes the con- 
clusion even clearer. Williams v. Standard Oil Co., 278 U. 8. 235 2; Utah 
Power & Light Co. v. Pfost, 286 U. S. 165, 184; Carter v. Carter Coal Co., 298 
U. S. 238, 312. 

The judgment is Affirmed. 

Separate opinion of Mr. Justice MCREYNOLDS. 

That portion of the Social Security legislation here under consideration, I 
think, exceeds the power granted to Congress. It unduly interferes with the 
orderly government of the State by her own people and otherwise offends the 
Federal Constitution. 


The Cuatrman. Now, the next witness is Mr. William Batt, secre- 
tary of industry and labor of the State of Pennsylvania. 
Proceed, Mr. Batt. 


STATEMENT OF WILLIAM L. BATT, JR., SECRETARY OF LABOR AND 
INDUSTRY OF THE STATE OF PENNSYLVANIA, ACCOMPANIED BY 
JOHN ADAMS, DIRECTOR OF THE BUREAU OF EMPLOYMENT 


SECURITY 


Mr. Barr. Thank you, Senator. I would like to introduce to the 
committee, also, Dr. John Adams, director of the bureau of employ- 
ment security, whom I asked to come with me in case we have some 
specific questions involved in the operation of our system. 

The Cuarmrman. Yes, sir; come forward. 

Mr. Barr. Governor Leader was sorry he was unable to be here 
today, but asked me to present this statement in his name. 

It is a real privilege to appear before this committee to present our 
position on the proposed legislation to extend unemployment-insur- 


4 Cf. 12 Stat. 503 ; 26 Stat. 417. 
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ance benefits to workers whose benefit rights have been exhausted be- 
cause of this national recession. Many of these workers have ex- 
hausted their savings and their few remaining resources. They aren’t 
interested in who gets the credit for this legislation ; they are inter- 
ested in getting meat and potatoes and milk on the table for their 
families. 

More than 50,000 unemployed workers have exhausted their benefit 
rights since December in Pennsylvania alone; some 8,000 since last 
September, when recession unemployment began to rise. Of the over 
509,000 unemployed reported for mid-April in the Commonwealth, 
over 50,000 had already exhausted their benefit rights. Another 
70,000 were unemployed, but were not entitled to any benefits, either 
because they had worked in noncovered employment or because they 
had insuflicient w ages in covered employment. 

As long as the national recession continues, we will add nearly 
20,000 Pennsylvania workers per month to this alre sady large total. 
Workers laid off last fall have exhausted their benefits this spring, 
because the national recession became very obvious to us, Senator, 
when the orders from the automobile industry on the steel industry 
were canceled, and the steel industry canceled their shipments on 
the railroads, and the railroads on the coal mines, and we got this 
relaying effect, and these folks were laid off September, October, and 
November. 

We have very adequate, what we thought were adequate, as com- 
pared to the rest of the countr y, very generous extension of 30 weeks, 
but even that is quite inadequate to handle a national recession as 
long and as severe as this one. 

Our position is simple and forthright. We want and need prompt 
action by Congress to provide authority for, and funds to pay, benefits 
not now available to these thousands of our citizens who are in need. 
The need for this immediate. It has already been too long delayed. 

My State is in no position to extend benefits to these workers with- 
out Federal assistance. Pennsylvania now provides unusually wide 
insurance coverage to its workers. We have, as you have in Utah, 
Senator, benefit coverage for 1 or more, and one of the longest duration 
periods among the States, 30 weeks. 

Our disbursements are now running at an annual cost rate of 4 
percent of taxable wages, a figure which may be compared with a 
maximum tax rate of 2.7 percent. Our payments in the first quarter 
of 1958, for example, were $102 millions, and currently average in 
excess of $1.5 million a day. Our oflice is on the two-shift basis, and 
we are working Saturdays to get these checks out. 

Our reserve is at its postwar low, $232 million on May 1, 1958, or 
enough to pay benefits at present rates for a little over 2 quarters. 

The CuatrMan. Does it allow for income? 

Mr. Barr. Pardon me, sir? 

The CuarrMan. Does it allow for the income? 

Mr. Barr. It does not include the May credits, Senator, but our 
credits. of course, are falling far below our payments out. 

The CHatrman. I understand, but when you make a statement of 
that kind, you ought to make allow ance. 

Mr. Barr. We will make a revised estim: rte, sir, for the record, on 
how long they last with the expected income. 
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(Before the conclusion of his testimony, Mr. Batt subsequently 


said :) 


Mr. Chairman, you asked a question, sir, how long would this fund balance 
last, taking into account the incoming taxes, and Dr. Adams estimated it would 
be a little over 1% years at the present rate of benefits. 

The CuHarmrman. The interest earned should be included also. 

Mr. Barr. Obviously, we need help in dealing with this problem, 
financially, for our fund cannot assume additional liabilities under 
these conditions. This drain has been the result of the national 
recession, and we believe it should be shared nationally. 

We do not have 48 separate State economies which work inde- 
pendently; we have 1 national economy. This is not 48 different 
recessions; it is 1 national recession. 

It seems to us, the problem, then, must be attacked nationwide, not 
piecemeal by States. 

Our criticism, sir, of the legislation you are now considering, this 
H. R. 12065, is that it does not attack this problem n: itionwide. It 
does deal with it piecemeal by States. It tends to Balkanize the 
United States. 

It provides that each State will determine whether or not it wishes 
to participate. It contains provisions that may make it legally diff- 
cult, if not impossible, for some States to partic ipate. Other States 
who may agree to take part may be long delayed in making payments 
to the workers by individual court actions, testing legality. 

We have already been told that we will get some in our State. 

I would like to comment here, in passing, on Senator Douglas’ 
telegram and the replies and on the opinion that Senator—reported 
on this morning from the Library of Congress, which indicates that 
our situation is not unique in this regard. 

It is considerably weaker than either the or iginal Mills bill or the 
original administration proposal. The first would have provided 
grants—the second, mandatory loans. 

It seems to us, Senator, that this bill tends to penalize States 
which choose to come in under it. Their employees will have to pay 
higher taxes some years hence to be sure, or their legislatures will have 
to “appropriate funds to repay the loan, and in any case, we may 
require, it is not clear, a special session, or Governor’s action which 
may incur possible long legal litigation. 

It certainly would tend to penalize those States that come in under it. 

If the Congress recognizes the present unemployment as a national 
problem, the extension of unemployment insurance should be made 
applicable to workers who have exhausted their benefits in whatever 
State or Territory they happen to live in. 

Let it be mandatory, as the President originally proposed, and let 
the States administer it as we now administer insurance programs 
for Federal employees and Korean war veterans, as agents for the 
Federal Government. And let the Federal Government provide the 
funds to finance the program as grants, not as loans. This would 
assure Congress, the States and the unemployed that the bill’s pro- 
fessed objectives would be realized promptly. 

Pennsylvania wishes to make its position clear on another important 
phase of this program. We believe we have achieved a relatively 
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broad standard of benefits for our insured workers. We are high on 
most, fall short on a few. 

Our standards for program solvency and assured revenue to meet 
our high benefit provisions appear to be less than satisfactory at this 
time. We know we are not alone among the States, as to deficiencies 
in coverage, benefits, eligibility, and financing. 

It is our firm conviction that it is time for the Congress to help to 
improve the program and to equalize costs and performance by de- 
veloping and prescribing minimum standards as to: 

1. Coverage requirements. 

2. Financial eligibility requirements. 

8. Qualifications. 

4. Benefit amounts and duration. 

5. Financial solvency, including reserves, tax bases, and tax rates. 

I urge you, therefore, to establish Federal standards that will insure 
an adequate benefit formula for the maximum number of our workers, 
and a sound financial base for raising the money to meet the obliga- 
tions in good and in bad times. 

This recession, it seems to us, has proved the inadequacy of the pres- 
ent system. 

And those, I might add, would certainly be minimum standards. 
I do not think the Federal Government should prescribe maximum 
standards, and a State could improve on these minimum standards as 
it wished. 

The argument has been raised that proposals for Federal financing 
of the program are unreasonable in light of the fact that approxi- 
mately $8 billion are now available in the State’s reserve funds, which 
would be used before Federal funds are requested. One fallacy of 
this argument, it seems to us, Senator, is that the big reserves are not 
necessarily in the States with the big unemployment. 

Much of that 8 billion is in the wrong places to meet the Nation’s 
need. Undoubtedly some States have reserves of such magnitude 
that payment of these benefits would present no problems, and I dare 
say that is where the unemployment and recession has hit lightest. 

The Cuarrman. They still have a loan fund available. 

Mr. Barr. Others, and these include Pennsylvania and other highly 
industrialized States where unemployment is greatest, have had their 
reserves so depleted that they will face serious financial problems in 
the not too distant future if this national recession is not ended. 

That is quite right, Senator. We do, of course, have the Reed bill 
fund. At the same time, that also incurs an obligation on the part 
of the State, and I would ‘seriously doubt if the legislature would feel 
free to extend benefits when we were having to apply for Reed bill 
funds. 

In hearings before the Ways and Means Committee of the House 
of Representatives several weeks ago, testimony was introduced to 
the effect that if payments continue at the present rate, and even if all 
tax revenue stopped, there are sufficient reserves to their respective 
credits to permit Louisiana to continue payments to claimants for 
more than 38 years, Arizona and New Mexico for more than 20 years. 

These States are in such excellent financial condition and I con- 
gratulate them on their success in building such large fund balances. 
On the other hand, ee hard hit by this national recession 
has reserves for only about 1 yea 
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fact that our average tax is at the comparatively high rate of 25 
percent, and whether or not this recession is halted quickly, will reach 
the maximum of 2.7 percent for 1959. 

Unfortunately, the States that are hardest hit by this national reces- 
sion, whose unemployed workers are in the greatest need of financial 
assistance, and whose employers are already in a relatively high tax 
bracket, are States least able to assume additional burdens in their 
unemployment insurance systems, and I would like to make reference 
to Senator Douglas’ comment on Senator Kennedy’s testimony that 
this is not because of any particular virtue or vice on the part of an 
State, Senator. This is because of the industrial complexion whi 
our State has, and Massachusetts and Rhode Island, which Senator 
Kennedy was talking about, have. 

We are—we have as our industrial backbone the steel industry 
which has been enormously hit by this recession, the railroad industry, 
We have the coal industry, coal mining industry, both soft coal and 
anthracite coal. We have the textile industry, and it just so happens 
that this national recession has hit these industries hard on top of 
long-term, chronic unemployment in a number of these industries, that 
has stretched for many, many years. 

If Congress intends to aid those unemployed workers who have al- 
ready exhausted their benefit rights and aid them promptly, as well 
as the many others not now eligible for coverage under the act, to 
bolster the national economy by increasing purchasing power where 
it is most needed and to raise the standards in the unemployment in- 
surance program, which we feel is long overdue, we strongly recom- 
mend amendment of the legislation before you to provide for a man- 
datory uniform nationwide program, effective immediately, to cover 
the maximum number of workers in need and financed by Federal 
grants, not by loans. 

In this manner, administrative, legal, and legislative delays can 
be eliminated, and this program be made operative on the widest 
possible scale quickly. 

Similarly, we believe this is the best means to secure quickly the 
needed improvements in this program. This would deal a real blow 
to the national recession. It would be a forthright assumption of re- 
sponsibility by the Congress for a national program to meet a national 
program. 

If there is one thing that I would like to emphasize and reemphasize, 
it is this, Senator: if some way could be found by your committee or 
by the entire Senate, to make these extended unemployment benefits 
available to States without a special session of their legislatures, and 
without a long and confusing and expensive litigation in the courts, 
which might follow in case Governors act without such special ses- 
sions of their legislatures, if you could somehow get over that hurdle, 
so that it would clearly—these funds would be clearly available to ex- 
tend benefits for our workers who have exhaused their benefits—— 

The CuarrMan. You mean funds under the House bill ? 

Mr. Barr. Yes, sir; the funds aoenorenietee under the House bill, 
if you could somehow get over that hurdle and make it clear which is 
not now clear, that is the thing we would like to emphasize. 
The Cuamrman. How would you suggest making it clear? 


This low balance in the Pennsylvania account exists in spite of the’ 
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Mr. Barr. Sir, I present the problem. We haven’t—my dad has 
a story about this—I don’t know how you do it, but if this could 
somehow be made clear, we would—if you would like us to, we will 
take a crack at drafting some language, although I am sure you folks 
could do it much better 

The Cuamman. You want to make it clear that you could use the 
funds without a session of the legislature, is that right ? 

Mr. Barr. Yes, sir. 

The Cuarmman. Why do you think it is so dangerous to call a spe- 
cial session of the Legislature of Pennsylvania? 

Mr. Barr. I feel that if you want to get funds in a hurry, Senator, 
to the people who need them so badly, I think you, in effect, install a 
barrier between your will and your means by requiring special ses- 
sions of 48 legislatures in the United States. 

The Cuamman. I don’t assume you would not trust the members 
of the Pennsylvania Legislature. Don’t you think they would take 
such steps within reason to alleviate those conditions ? 

Mr. Barr. Well, sir, I have no way of knowing and I must say 
they would face the same facts I have presented to you if they were 
asked to extend the benefits, and that is that the fund balance is 
exceedingly low, and they would face a very real problem. 

I can’t guarantee the operation of the State Legislature, and if we 
don’t know what ours—how ours would act, of course, I assume that is 
true in every one of the 48 States and in the Territories. 

In any case, sir, it would certainly delay and very possibly stop 
altogether the payments, the extension of these benefits that the Con- 
gress presumably seeks. 

The Cuamman. Why is that? 

Mr. Barr. Well, it would certainly delay them because you would 
have to wait for 51 legislatures to meet and act and it might endanger 
them because many of the legislatures might not act favorably. 

The only State, sir, that I know, and I think this was made clear in 
the replies to Senator Douglas’ telegram, that has forseen this is New 
York State who passed a law, with this law in mind, so they are the 
only one I know which would be able to put it into effect promptly 
without a session of the legislature. 

The Cuatrman. Why wouldn’t other States do the same thing? 

Mr. Barr. Because the legislature, sir, has met in New York State 
and has—— 

The CHarrman. It has met and adopted legislation it believed 
necessary to meet the situation. Why don’t you think that Pennsyl- 
vania wouldn’t do the same for the unemployed there? 

Mr. Barr. I don’t know whether they would or would not, sir. But 
I know New York State took 3 years to pass this legislation, and this 
is the kind of delay I would hope we would avoid. 

The Cuarrman. I understood it was emergency legislation that 
passed in view of this situation. 

Mr. Barr. Well, sir, as I remember the argument in New York 
State between the—the argument between the Governor and the 
legislature has been going on for 2 or 3 years. 

he Cuarrman. There was certainly some emergency involved in it 


if they passed legislation in anticipation of what Congress was going 
to do. 
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Mr. Bart. Yes, sir, and, of course, they also have a fund balance 
which is substantially in better shape than ours or than many of the 
States that have been the hardest hit. 

New York State has not been hard hit. 

The Cuatrman. You discussed the legislatures not meeting respon- 
sibility. We in Congress are trying to meet our responsibility. 

Mr. Barr. Well, sir, “distrust” is not the word. It is not my word, 
I certainly say I can’t guarantee their performance. 

The Cramman. What you have said indicates to me if the legisla- 
ture of Pennsylvania did meet, they may not take action to make 
effective the legislation that we pass here in Washington. 

Mr. Barr. I think certainly the Congress, sir, would have to envi- 
sion that possibility. ( 

The Carman. You know much more about Pennsylvania than 
the Congress does. You are more familiar with that situation, I 
imagine. 

I don’t want to embarrass you, but that question—I do think that 
many of these States are just as conscious of the situation as we are 
here in Washington. 

Mr. Barr. That is quite correct, sir, but I must point out again that 
these States which are most conscious of the situation have it, have 
been hit hardest, as in our case, and I believe in other cases as well, 
also, those in which their funds balances are in the worse condition, 
where the State faces the toughest problem in terms of the fund, and 
the system taking on additional obligations when they are having a 
tough time meeting the obligations they have already got. 

The Cuatrman. Are there any questions? 

Senator Doveras. Mr. Batt, you have said that you prefer Federal 
grants to Federal loans because of the financial position in Pennsyl- 
vania, to which we would add the difficult financial position of Rhode 
Island, Oregon, and Michigan. Those are the four States, I think, 
which are in the greatest difficulty. 

But when this proposal is put forward we meet the objection that 
there are other States with ample reserves that do not need grants for 
the payment of these emergency benefits. 

I wonder if one could work out, not a compromise, but a synthesis 
of these two conflicting points of view. I would like to ask your 
judgment on the following possibility : 

You would have a mandatory Federal loan to pay these families 
which would be repaid by the States able to do so, let’s say, beginning 
in 1963. But in the States which were not able to do so, they would 
have the cost met by a reinsurance fund or by an outright Federal 
grant. You could make the test as to whether or not a State was able 
or not able to do so, the same test as in the Kennedy bill, namely, if the 
reserves at that time were or were not in excess of 6-month current 
benefits. This would mean that the States which by 1963, or some 
other date, had ample reserves would repay. States which did not 
have ample reserves, namely, 6 months benefits in their fund, would 
not have to repay, and the cost would therefore be recouped either 
from a general levy under the original administration bill, or by 
Federal subvention. 

Have you given that any thought ? 

Mr. Barr. No, sir, I would like a chance to think that over. My 
general reaction is positive, and I tried to point out that the original 
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administration bill, it seems to me, Senator, is a vast improvement 
over the one that was passed by the House, in that the mandatory 
rovision would obviate the necessity, it seems to us, of a special session 
of the legislature and would make it far more national in scope, and 
would clarify the legal situation and make it get to us a lot faster. 

I would prefer either, we would prefer either the mandatory pro- 
posal or the loan proposal, or if possible—pardon me, the grant pro- 

osal, or, if possible, both. 

So that it would be quite clear on the one hand, that action had to 
be taken by the governors, and secondly, that, so that the load for this 
long duration of unemployment which is the result of the national 
recession would be nationally shared. 

I would like to study it. 

Senator Dovatas. Yes. 

Yesterday, Professor Lester of Princeton, who is chairman of the 
advisory committee on unemployment compensation for the State of 
New Jersey, testified before us and stated that in New Jersey, when 
the reserve fell below 10 percent of current payrolls, they had to in- 
crease the assessment rate upon employers. 

Do you have such an automatic provision in the State of 
Pennsylvania ? 

Mr. Barr. Dr. Adams, do we have? 

Mr. Apams. We have a series of points. At $300 million and 
below, all employers’ tax, pay tax rates of 2.7 percent. From $300 
million to $350 million, they pay tax rates on what. we call schedule 
C, which produces an average revenue of about 2.3 percent. 

Mr. Barr. An average rate, you mean ? 

Mr. Anas. Average rate, ves. 

From $350 million to $450 million, they pay at 1.6 percent. 

Above $450 million, our average yield is about 145 percent. 

Senator Dovenas. So that as a general rule, as your reserve falls, 
the rate of taxation upon your employers increases ? 

Mr. Apams. Increases automatically. 

Senator Dovetas. Therefore, there is an inducement upon the em- 
ployers to keep the reserve high ? 

Mr. Apams. As high as possible. 

Senator Doveras. Do you find this also leads to opposition to lib- 
eralization of benefits? 

Mr. Apams. Yes, sir. 

The CuHarrman. Thank you very much, Mr. Batt. 

Senator Bennett. Mr. Chairman, I had a question. 

I am very much interested in the recurring use of the word “na- 
tional” in your testimony. You use it every time you refer to the 
recession. 

Mr. Barr. Yes, sir. 

Senator Bennett. Do you believe that the whole system of unem- 
ployment compensation should be nationalized ? 

Mr. Barr. No, sir. I believe—— 

Senator Bennett. The States should be taken out? 

Mr. Barr. No, sir. I believe that we should have—you said I re- 
ferred to the word “national” when referring to the word “recession.” 

It is quite correct. It is a national recession in our judgment. 

Senator Bennerr. In my opinion from a State whose unemploy- 
ment rate is only 4.2 percent, and restricted to 2 industries, it is 
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not a national recession. We are having a reasonably good business 
in the State of Utah. And our unemployment problem is not serious, 
Our number of exhaustees is 637 men. 

So that I don’t want to argue the interpretation of the word “na. 
tional,” but it seems to me it points up other statements that you 
make. You see the word “Balkanize.” You said we do not have 48 
separate State economies. We have one national economy. 

Mr. Batt. Yes, sir. 

Senator Bennett. Well, then, you say, one argument has been 
raised in the proposals for Federal financing of the program are un- 
reasonable in light of the fact there are approximately $8 billion in 
the fund. 

One fallacy in this argument is that the big reserves are not neces. 
sarily in the States with big employment. 

Mr. Barr. Big unemployment, pardon me. 

Senator Bennerr. Then you say in your statement, “We strongly 
recommend amendment of the legislation before you to provide cx 
mandatory, uniform, nationwide program.” 

What I am asking you is, aren’t you arguing to this committee for 
the nationalization of the whole unemployment compensation insur- 
ance program? 

Mr. Barr. No, sir. 

Senator Bennett. So that there will be a national fund, so that 
there will be uniform nationwide programs? so this concept of yours 
that we do not have 48 separate State economies, but we actually have 
1 national economy can be brought to bear on this problem ? 

Mr. Barr. No, sir. We feel that the competition, we feel there 
should be all the freedom in the world for the States to improve their 
systems of unemployment compensation just as they can improve 
many other systems that are under Federal-State programs, by so 
much as they wish. 

What we do feel is that there ought to be Federal standards, mini- 
mum standards below which they shouldn’t be allowed to fall so that 
you wouldn’t have the competition that Senator Kennedy referred to. 

Senator Bennerr. Then you don’t believe in a mandatory, uniform, 
nationwide program? That sentence isn’t an accurate statement? 

Mr. Bart. No, sir, you can read it anyway you wish, but as we see 
it, we would like to see, as far as on this question to which we are 
addressing ourselves this morning, of extending benefits for a uniform 
number of weeks, we would like to see that put on a uniform basis 
across the country, yes, made mandatory. 

Senator Bennett. In other words, you want the basic program to 
be separate for each State on the present basis, and then you want the 
additional program to be mandatory and uniform. I am using your 
own words. 

Mr. Barr. We would like to see, as we made clear, the improve- 
ment that you are proposing, the Congress is proposing, made manda- 
tory, and we have also said in here we would like to see improvements 
in Federal standards generally. 

But again these are minimum standards. 

Senator Bennett. Then you don’t believe in a mandatory nation- 
wide program ? : ; 

Mr. Batt. Well, sir, we can argue semantics. We do believe that 
this extension, that certain minimum standards of minimum decency, 
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if you please, or certain standards of minimum—certain basic mini- 
mums should be made national in character, yes, and this, in terms 
of extension of benefits is one of them. 

Senator Bennerr. But you still want to preserve the individual 
rights of each State to have some leeway in its own program ? 

r. Barr. To improve the system as much as they want to, yes, 
above the national minimums. 

Senator Bennett. You are really not concerned, as you said on 

age 4, that the $8 billion in reserves are not in the States where 
the need is greatest. That is just semantics. 

Mr. Barr. No, sir. I am very much concerned that we don’t have 
some of that $8 billion. 

Senator Bennerr. You call it a fallacy. You say here “The fal- 
lacy of this argument is that the big reserves are not necessarily in 
the States with the big unemployment.” 

You are not concerned in correcting that so-called fallacy ? 

Mr. Barr. Well, sir, I think anything that you did to improve 
minimum standards in the program would tend to correct that. I 
didn’t tackle the problem of the $8 billion, no, sir. 

Senator Bennett. So, to say it again, in order that I can clearly 
understand you, you are going to preserve States rights on the basic 
program, but as soon as a man exhausts his rights under the State 

rogram, you want a mandatory, uniform Federal program to come 
into operation ? 

Mr. Batr. We would like to see, sir, minimum standards all the 
way across the board, as we made clear in this testimony. 

Senator Bennetr. Will you answer my question ? 

Mr. Barr. Well, you have not stated it, you have answered it your- 
self in asking it. 

We would like to see mandatory standards in extension of benefits. 
We would like to see mandatory standards in a number of other areas, 
as we made clear in the testimony. I don’t think there is any cut- 
off point at which mandatory standards should come in, no. 

Senator Bennett. I still can’t understand you. 

As far as the bill before us and as far as the program of extra bene- 
fits for those who have exhausted their benefits under the present pro- 
gram, you want Federal funds, you want it mandatory. You don’t 
want it optional, and you want it uniform. 

Is that the way I am to interpret your testimony with respect 
to this present legislation ? 

Mr. Barr. Yes, that is correct, sir. 

Senator Bennerr. Then you want to preserve the existing pro- 
gram for the normal benefits, and you want a mandatory federalized 
program for people who have exhausted their benefits ? 

Mr. Barr. We would like to see, sir, the whole system improved, 
but as far as—in that sense, you say we want to preserve the existin 
program, the status quo. I didn’t say that in the testimony, an 
I don’t say that now. 

Senator Bennett. I wasn’t talking about the level of benefits. I 
am talking about the basic pattern of the present program. 

Senator Doveias. Senator, if you would look in Mr. Batt’s testi- 
mony, you will find that he dealt with this issue. 

oo Bennett. Well, I still think that is beside the point, 
nator. 
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I am trying to get through my head that you want two parallel 
systems, programs, for unemployment insurance. You want the 
present State-centered system for the normal benefits, and you want 
a mandatory, uniform, federalized system for those who have ex- 
hausted their normal benefits, i is that a fair statement of your point 
of view ¢ 

Mr. Barr. We would like improvements to the State-Federal system 
for the—— 

Senator Bennerr. I will grant that you would like that, but you 
would still like it to be retained as a State-operated system. 

Mr. Barr. That is correct, sir. 

Senator Bennerr. But you want a Federal system for the benefit 
of people who have exhausted their benefits under the State system. 

Mr. Barr. That is correct, sir. 

Senator Bennerr. Which you want mandatory, and uniform. 

Is that right, sir? 

Mr. Barr. Yes, sir. 

Senator Bennerr. Thank you very much, Mr. Chairman. That 
is all. 

Senator Doveras. Well, didn’t you really admit too much in this 
last statement. You are not proposing that the Federal Government 
should pay out the benefits for extended durations in the present 
emergency, are you ? 

The States would pay out the benefits, but they would derive their 
funds from the Federal Government. So the States would act as dis- 
bursing agents for the Federal Government ? 

Mr. Barr. Yes, sir, the same way as we do now under the Korean 
war beneficiaries and under the unemployment insurance system for 
Federal employees. 

Senator Douexas. So you are not really proposing to set up dupli- 
cate machinery ? 

Mr. Barr. No, sir; the machinery would be exactly the same. 

Senator Doveaxas. It would utilize the existing State machinery, but 
merely prov ide some form of Federal financing of the emer gency bene- 
fits, isn’t that true ? 

Mr. Barr. That is correct, sir. 

Senator Bennerr. But it is a complete form of Federal financing. 
All the financing for the emergency system to come from the Feder: al 
Government. 

Senator Dove.as. And so far as the permanent system is concerned, 
you are saying, Let there be national minimum standards. But then 
above that, which will be State administered, let the States experi- 
ment. But let them not compete against each other by narrowing 
the qualifications or lowering the duration, benefit amounts, eligibility 
and so forth—let them not compete against each other lowering those 
standards below the national minimum. 

Mr. Barr. That is right, sir. 

Unless you do some financing like that, Senator Bennett, I do not 
see how you are going to achieve the objectivity that Congress pro- 
fesses to want to achieve in those States where the unemployment is 
existing. 

Senator Benverr. Once you adopt that, you are setting up two sys- 
tems of unemployment insurance. 

Mr. Barr. I thought, sir, you wanted this to end in'February 
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Senator Bennert. If you had been in Congress as long as some of 
us, you would realize that once you set up a system by which a person 
who exhausts his benefits can expect additional funds from the Fed- 

eral Government it is going to be hard to end it. There are always 
Seople who exhaust their benefits, is that true ? 

Mr. Barr. It may be, sir, that the two systems, that some such sug- 
yestion as Senator Douglas made might achieve both objectives. 

Senator Bennerr. It would be very interesting to see Senator 
Douglas’ proposal in the text. It is hard for me to remember what he 
said. 

Mr. Barr. Well, as I understand it, he was suggesting mandatory 
loans. 

Senator Bennerr. He was suggesting mandatory grants for those 
States that come up to 1963, if L remember correct, Senator, whose 
funds then are not in shape to pay back the loans th: at they have. 

Senator Doveras. And-mandatory loans for the others. 

Senator Bennerr. Mandatory loans for the others. 

I can see a situation if Senator Douglas’ proposal is followed out, 
which would encourage the States to dispose and wear down their 
present funds in order that in 1963 they could qualify for Federal 
grants. — 

There is no incentive to operate a 

Senator Dovetas. I have much more faith in the States than the 
Senator from Utah has. [Laughter. ] 

Senator Bennert. It is interesting that one of the great States is 
here now saying they have got to have Federal help, and I would 
imagine that this position, if carried over to 1963, would still be the 
same and they would be back here asking for the grant rather than 
the loan. 

Mr. Batr. Pardon me, sir, but that would depend probably on 
whether there was a national recession at that time. 

If you could sort out the national economy so we are not in the 
middie of a national recession, the fund balance would probably be 
quite satisfactory. 

Senator Bennett. I hate to continue to argue with you; but, with 
that kind of an incentive before you, the opportunity to have the 
Federal Government bail out your unemployment compensation fund 
in 1963, and your desire to liberalize the benefits. I can see a situation 
in which you could make very sure that there would be little or no 
money in your fund in 1963, and have the satisfaction along the line 
of saying, “Our benefits are the most liberal in the United States.” 

It would not take a recession or depression to produce that kind of 
a situation. 

That is enough, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Batt. 

Senator Dovetas. May I ask another question of Mr. Batt? 

You refer to this as a national recession, and you were taken to task 
by my good friend from Utah when he pointed out the unemploy- 
ment rate in Utah was very low. Therefore, he seemed to contend it 
was not a recession in Utah. 

The same could be said for Texas, because the rate of unemployment 
is low in Texas. 

On the other hand, unemployment is very high in your State and 
Michigan, and so forth. But is it not true that the failure—I would 
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not say “failure,” but the abstention of the people in Utah from buying 
automobiles this year has contributed to the unemployment in Detroit 
and in Michigan ? 

Mr. Barr. I would think so, sir; yes. 

Senator Dovexas. So that the location of the incidence of unem- 
ployment is not necessarily the location of the cause, is that not true? 

Mr. Barr. Yes, sir. 

Senator Dovetas. It is a well-established rule in the study of busi- 
ness cycles that slight changes in demand for consumers’ goods would 
cause great changes in the demand for capital goods. So that, let 
there be a slight contraction in the demand for consumers’ goods over 
the country as a whole, and then the States which have high concen- 
trations of facilities producing iron, steel, machinery, and so forth, 
would suffer very greatly. 

That is not their fault. They have not caused it. It has been 
caused by movements in the country as a whole but they have to 
take the rap for it, isn’t that true? 

Mr. Barr. Yes, sir. I am sure that our steel industry which has 
now been operating at less than 50 percent of capacity with hundreds 
of thousands of unemployed in this industry alone, and this is the 
basic industry of the western part of our State, depends on the entire 
United States and the entire world for its markets and when those 
markets fall off, unemployment in that industry, as well as in the 
railroad industry which ships that steel, and is a big employer 
in our State, and the soft coal industry of which much is mined 
in captive mines in the western part of our State, falls off strictly 
as a result of national and international decrease in demand for 
consumer goods over which we have no control in our State. 

Senator Dove.as. I think that comment is very necessary to offset 
the general tendency to regard high unemployment as a fault either of 
that State or of the industries in that particular State. 

The CuarrmMan. Thank you very much, Mr. Batt. 

Mr. Barr. Thank you, Senator Byrd. 

The Cyarrman. Our next witness is Mr. Nelson H. Cruikshank, 
AFL-CIO. 


Will you proceed, please, sir, as you will. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR OF DEPART- 
MENT OF SOCIAL SECURITY OF THE AMERICAN FEDERATION OF 
LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, ACCOM- 
PANIED BY MRS. KATHERINE ELLISON AND RAYMOND MUNTS, 
ASSISTANTS TO MR. CRUIKSHANK 


Mr. CrurksHank. Mr. Chairman and members of the committee, 
I have a rather extended statement here which, in the interest of 
time of the committee, I would prefer not to read in its entirety, if 
it is agreeable, sir, to have it introduced into the record. 

The CHarmrMan. Without objection, the statement will be printed 
in full in the record. 

(The statement is as follows :) 
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STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT OF SOvrAL SECU- 
RITY, AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


My name is Nelson H. Cruikshank and I am director of the department of 
social security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL-CIO, 815 16th Street 
NW., Washington, D.C. I am here with some of my associates representing the 
AFL-CIO on the designation of President Meany in support of proposals for 
Federal action to strengthen the Federal-State unemployment insurance program 
by providing temporary additional unemployment benefits together with what 
we deem necessary corollary action. I am accompanied by Mr. Andrew J. 
Biemiiler, director, AFL-CIO legislative department. With me also are two 
assistants in my department, Mrs. Katherine Ellickson, and Mr. Raymond 
Munts. 

We appreciate the opportunity of presenting our views regarding the various 
proposals now before your committee and concerning improvements in the Fed- 
eral-State system of unemployment insurance which are needed to enable that 
system more nearly to meet the objectives it was designed to meet. 

We believe that the Congress should enact additional standards which all 
States would be required to meet, and which would remove the barriers to 
effective State action. These standards should cover the very essentials of the 
program, namely, coverage, benefit amounts and duration, the conditions under 
which these are paid, and the methods of financing the program. We also fully 
support the enactment of an emergency program to meet the immediate needs of 
the unemployed and the economic needs of the communities and States where 
they live and work, even if such legislation falls short of meeting all of our 
long-term objectives. But we cannot support the measure passed by the House 
(H. R. 12065) in its present form for the very simple reason that, in our opinion, 
it meets neither the immediate nor the long-term needs. It holds out great 
promise, but accomplishes practically nothing. 

Our reason for taking this position is based on the proposition, which we 
shal demonstrate in detail, that the needs for action arises not out of lack of 
money available to the States for paying higher benefits for longer periods. 
With a few exceptions, the States have the money. The need arises from the 
unwillingness or inability of the States to act separately. Since this bill pro- 
vides for the payment of additional benefits only in instances where a State 
has voluntarily entered into an agreement to act as the agency of the Federal 
Government for this purpose, and since such an agreement carries the obligation 
for repayment of amounts paid out for benefits within the State, the net effect 
of its enactment would be that we would be left almost exactly where we are 
now. Most States could not pay the additional benefits set forth in this bill 
without specific authorization from their legislatures. Most States now could 
pay the same benefits if their legislatures would only agree. 

There are those who advocate doing nothing in this crisis. We disagree with 
that view, but it is one course which the Congress can take if, in its considered 
view, no action is necessary. We earnestly hope this committee will not rec- 
ommend that course. Furthermore, we trust in view of the fact that a very 
large number of governors have stated that the House-passed bill would not 
give any immediate relief, that this committee will not recommend adoption 
of the present provisions of H. R. 12065 which give the appearance of action but 
actually accomplish nothing for millions of unemployed workers. 


NEED FOR ACTION 


This is the worst economic decline since the nineteen thirties. Unemploy- 
ment at 7 percent of the labor force, after adjusting for seasonal and other 
factors, is greater than either of the other 2 postwar declines at their worst. 
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The progress of this recession is best illustrated by showing the steady rige 
in the rates of total unemployment and insured unemployment since last Sep. 
tember when the AFL-CIO began calling attention to our declining economy; 





| \| | | 
| Unemploy- Insured | 'Unemploy-| Insured 
ment as unemploy- || } ment as unemploy. 
percent of ment as_ || percent of | ment as 
civilian | percent of || civilian percent of 
labor force | covered labor force covered 
(seasonally | employ- || | (seasonally| employ. 


adjusted) ment - | adjusted) ment 


September_.............-- 2.8 || January-.-.....-. 


October : . 2.8 || February 
November..............- 9 | 3.0 || March 
December g 3.6 || April. 


.8 
.8 


Source: Economic Indicators, Council of Economic Advisers. 


The rate of unemployment in the 149 major labor market areas has continued 
to rise until 70 are in the “substantial labor surplus” category (over 6 percent 
unemployment) : 


Distribution of labor-market areas by percentage of labor force unemployed 


March | January 
1957 | 1958 


Ratio of unemployment to total labor force: 
Eisep tate 1G perso. os. wn. nc le. nth SS 
i itd te. wdeddph see eesanepinedbades 
3 to 5.9 percent - _ _- 
6 to 8.9 percent _ _ __ 
9 to 11.9 percent 
12 percent or more 


Source: Area Labor Market Trends, March 1958, Department of Labor. 


The same report also describes 122 smaller areas with over 6 percent un- 
employment and, it is significant to note, on April 25, 31 additional areas were 
added to this category. 

The total number of unemployed is now over 5.1 million. This is more than 
all the people working on all the farms in the United States. It is more than 
all of the people living in the States of Wyoming, Vermont, Utah, South Dakota, 
Rhode Island, North Dakota, New Mexico, New Hampshire, and Nevada put 
together. Using the Federal Government description, the entire United States 
is an area of substantial labor surplus. 


HAS THE UPTURN STARTED? 


We do not see as yet any ray of hope in the statistics. The March rise of 
25,000 in unemployment and the increase of 320,000 in employment has been 
hailed as evidence of an upturn. The April rise of 600,000 in employment and 
78,000 drop in unemployment is also being interpreted as a reversal in the down- 
ward drift of the economy. But this slackening in the unemployment rise and 
the upturn in employment are less than normal for this time of year, and the 
seasonally adjusted rate of unemployment continues upward. 

Data compiled by the Bureau of Labor Statistics and released by the Board 
of Governors of the Federal Reserve System on May 8 show that total employ- 
ment in nonagricultural establishments continued to decline through April. In 
manufacturing, both durable and nondurable goods, employment in April was 
167,000 less than in March. 

The recent slight increase in housing starts and retail sales were glowingly 
reported in the press, as was the seasonal decline in insured unemployed. It 
is not at all clear that these are harbingers of better times: the first robin in 
Washington this year had a hard time of it. 

Seasonal revival in outdoor work has brought greater employment in agri- 
culture and construction. However, total unemployment declined only about 
one-sixth the usual seasonal amount. 





Sout] 
Th 
of 99 
longe 
trial 
collec 
work 
perce 
The : 
show 


eligik 
ecann 
belie. 
benef 
draw 
At 
is th: 
perio 
1957 
“Pers 
line 1 
of Ur 
Th 
Much 
Billic 


UNEMPLOYMENT COMPENSATION 391 


The best economic judgment suggests that while some advance indicators 
have leveled off, we are very probably in for a long, sustained period of heavy 
unemployment which will probably extend into next year. Until recently the 
Department of Labor has been assuming an average unemployment this year 
of 2.6 million; it has recently revised this estimate to nearly 3 million. 

In January and February the Federal Government surveyed overall business 
capital investment plans. A recent survey by McGraw-Hill indicates no im- 
provement since the Federal Government survey. Businessmen«reported to 
McGraw-Hill that they planned to cut plant and equipment expenditures 12 
percent in 1958 for the 1957 rate, and 8 percent less in 1959. In manufacturing, 
expansion programs originally scheduled by 1959 are now being cut back ap- 
proximately 30 percent. 


SOME MISCONCEPTIONS ABOUT THE UNEMPLOYED 


There are prevalent misconceptions in the minds of those who see no urgency 
for Federal improvement in unemployment insurance. 

One of these is that the unemployed tend to be young, single men, women, 
and secondary wage earners who can afford to “wait it out.” The fact is that 
a great many plants have closed altogether, throwing hundreds of thousands of 
older people into the streets. It is estimated that 1,500,000 of the unemployed 
are over 45. In plants still working, the layoffs have cut so deep that it is 
not uncommon for men with 20 years’ seniority to get their layoff notice. It 
is equally untrue that most of the unemployed are women: there are 3.7 million 
men unemployed, nearly three-fourths of the total. 

The young single men among the unemployed are having a hard time too: 
It is reported that there has been a significant decline in the number of mar- 
riages as a result of layoffs and hard times. This is especially important in 
its impact on the economy: These people would otherwise be buyers of homes, 
housefurnishings, and hard goods. You can’t get married on unemployment 
insurance. 

The most significant fact, however, is that among those without jobs in 
March there were 2.3 million married men (Bureau of the Census, Current 
Population Reports, April). Average unemployment insurance payments of $30 
do not go very far toward supporting a family. 

The second common misconception is that laid-off workers like the oppor- 
tunity for a rest. Unemployment insurance is called rocking-chair pay by some 
who think people are more likely to work if they are starved into it. This has 
been proved untrue by surveys made in New Hampshire, Oklahoma, New Mexico. 
South Carolina, Arizona, and New York. 

The most recent of these, that made in New York for example, showed that 
of 993,000 applicants for unemployment benefits, 6 percent waited 14 weeks or 
longer before seeking payments from the insurance fund. New York’s Indus- 
trial Commissioner, Isador Lubin, said the study confirmed the belief that 
collecting benefits was secondary to finding new jobs in the minds of many idle 
workers. Twenty percent of the applicants waited at least 4 weeks, and 40 
percent were out of work a week or more before they put in their first claim. 
The average delay in filing was slightly over 3 weeks. An earlier survey had 
showed that 31 percent put off filing because they expected to locate new jobs 
quickly. 

It is also usually overlooked that under every State law a worker, to be 
eligible for benefits, must be registered at the local employment office, and he 
cannot refuse a suitable job and keep on drawing benefits. Any person who 
believes the unemployed prefer benefits to a job, has only to offer jobs to the 
beneficiaries. If the offer is bona fide and the worker refuses, he will no longer 
draw benefits. 

A third misconception, which has been developed by recent newspaper reports, 
is that the unemployed have a big backlog of savings to help them through this 
period. The New York Times reported “Cash Savings Gain Spectacularly in 
1957 to $262,109,000,000." The Advertising Council was reported as saying, 
“Personal savings are at a record $300 billion.” A Wall Street Journal head 
line read, “Savings Speedup.” The Federal Government reported that holdings 
of United States savings bonds are rising. 

The fact is that very little of this money is available to the unemployed 
Much of the reported total “savings of individuals” is not “personal” savings 
Billions that belong to thousands of nonprofit organizations and to 3 million 
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unincorporated businesses are included in the figures. So are tremendous sums 
in Government and private life insurance, pension and welfare reserves. 

Most. of the truly liquid savings owned by individuals in the form of bank 
accounts, United States savings bonds, saving and loan and credit shares ang 
postal savings actually belong to a minority of wealthy families. For example, 
18 million of the 57 million consumer spending units in the United States held 
less than $500 of these liquid assets at the beginning of 1958; another 14 million 
owned none. Only 11 percent of all families own any Government bonds or 
corporate securities. 

The fourth misconception is that people on unemployment insurance wait 
until they have used up their benefits and them go back to work. The fact ig 
that State laws require a beneficiary to be able and available for work, 
registered for work at the employment office, and seeking work. Studies by 
the Depatrment of Labor of those who have exhausted their benefits show that 
the rate of withdrawal from the labor force does not increase after benefit 
exhaustion. Almost without exception, the proportion withdrawn from the 
labor force was less than 15 percent 8 weeks after exhaustion of benefits, 
Nor does the rate of reemployment increase after exhaustion of benefits. In 
the great majority of States, the proportion of those unemployed and seeking 
work 2 months after exhaustion ranged from 50 to 60 percent. This study wags 
made in early 1956 during a high employment period and suggests the need for 
longer duration of benefits even in good times. (See Experience of Claimants 
Exhausting Unemployment Insurance Benefit Rights, April 1957, Department of 
Labor.) ‘This evidence is especially important in any proposal to extend the 
duration of unemployment insurance benefits, since it shows that extension of 
benefits will not adversely affect the rate of reemployment. 

A fifth common misconception, repeatedly put forward by employer represen- 
tatives during the current crisis, has to do with the scope and intent of un- 
employment insurance. It is argued that unemployment insurance was never 
intended to cover the kind of prolonged unemployment we are now experiencing. 
The only evidence advanced for this point of view is that originally unemploy- 
ment insurance provided benefits for a shorter period of duration than it does 
now. General statements by authorities on the subject are also cited—state- 
ments to the effect that unemployment insurance is not the answer to pro- 
longed depression and cannot be expected to cope with it within the cost as- 
sumptions. This is offered as an argument against Federal extension of dura- 
tion at the present time. 

It must be remembered that unemployment insurance was inaugurated at a 
time when all the evidence suggested that prolonged depression was a regular 
feature of our economy. Some economists developed a stagnation thesis, and 
were surprised when a full-scale depression did not follow World War IT. 

This uncertainty about the future made it necessary to put unemployment 
insurance on a tentative, experimental basis. No one knew exactly how nearly 
an employer contribution tax rate of 2.7 percent of payroll would suffice. High 
wartime employment and experience after the war when our economy performed 
better than expected brought demands for experience rating and lower tax 
rates. Little by little our unemployment insurance became a cheaper program 
than anticipated. But instead of raising the benefit levels and extending dura- 
tion, Sate legislatures under pressure from employers, continued to allow un- 
employment compensation to cost less and less, until last year the average 
employer contribution was only 1.3 percent of taxable payroll or only 0.9 per- 
cent of total payroll. (Originally, the first $3,000 of annual wages was almost 
equal to total payroll; today it is only 65 percent of total payroll.) Table I 
shows the actual tax rate paid by employers in 1956. Even with a tax only 
one-third of what was originally intended, reserves have climbed until they 
now total more than $8 billion. 

Those who argue that unemployment insurance was not intended to cover 
the unemployed in a recession such as we are now experiencing are actually 
arguing for the cheap program we now have rather than one of the scope 
originally intended. We now have enough information about business cycles 
end the cost of unemployment insurance to reestablish benefit levels and dura- 
tion at a much higher level and still be well within the cost assumptions on 
which unemployment insurance was originally established. The estimated cost 
of higher benefits and 39 weeks of potential benefits are furnished below in the 
discussion on Federal standards. It suffices here to say that this can be done 
for slightly over half the originally intended cost of unemployment insurance, 
or approximately 1.5 percent of actual payrolls, 
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TaRLE I.—Percentage distribution of active. accounts eligible for rate. modifica- 
tion, by contribution rate and experience-rating plan, rate years beginning in 
1956 


Active accounts eligible for rate modification 


Percentage distribution by employer contribution 
rate 

Total x 
Type of plan and number Percent 

State! of active of all Above 

accounts 2} Number | active Below standard rate | sts stand- 
ac- | § ard 
counts | ré rate 








Shee oa k 2.75-4.0 


Total, 49 States ? 1, 639, 647 1, 238, 193 5. | 44.1 1 18.7 _i4 


Reserve-ratio plan 1, 059, 740 798, 629 20.4 | 12. ¢ 


| 

Arizona‘ 5__........] 10, 365 7,139 37.4 | 
Arkansas 5 29, 618 19, 968 ie | 16 2 | 
California 253,887 | 161, 225 3. 20. 4 | 5.6} 18.5 





Colorado 5. ._- 7, 836 6, 089 
District of Colum- 
bia ities . 18, 846 14, 807 
Georgia 4___...- 14, 110 13, 038 | 
Hawaii 5__....... 8, 521 7, 416 
Idaho 14, 404 9, 478 
Indiana 5 18, 394 15, 262 
eae 11, 922 | 9, 285 
III i hia tins pm ais ate 9, 381 | 8, 449 | 
Kentucky 5- 18,233 |; 16, 018 
Louisiana 21, 071 16, 
Maine 5 ___ 8, 174 3, 
Massachusetts 102, 346 78, 
Michigan 5 31, 563 26, 58 
Missouri 5... -_- 20,038 | 16, 
Nebraska 5 6, 740 
Nevada .. 5, 873 | 
New Hampshire-- 6, 154 | 
New Jersey §._..__- 50, 948 | 
New Mexico - | 13,405 | 
North Carolina 5___- 15, 099 
North Dakota 5____- 2, 999 
Ohio 5 eieRehens> 87, 576 
Oregon 5__ a 17, 154 
Pennsylv ania’ ____| 192, 828 
South Carolina 45 6, 496 
South Dakota 5___- 3, 044 | 
Tennessee a 21, 252 
West Virginia 5... 7, 035 
Wisconsin 5 24, 428 : 
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Benefit-wage ratio plan "160, 914 | 
Alabama ‘ 17, 439 
Delaware 8, 141 
Illinois 62, 475 
Oklahoma 10, 797 
‘Texas = 46, 874 | 
15, 188 


Benefit-ratio plan___-- 107, 448 


Florida # 5, 998 
Maryland. | 32, 886 | 
Minnesota 5 ete: 3: a 30, 957 | 
Vermont._.......--- oe ' 2, 031 
Wyoming.........-- 53 | 5, 921 | 








Payroll variation plan 3. 3, 557 j 


Mississippi. --. -...-- 5, 395 | 
Rhode Island 3.. * be | 
Utah... 15,105 | 10,624 | 
Washington i 58,596 | 47, 538 | 
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TaBLe I.—Percentage distribution of active accounts eligible for rate modifica. 
tion, by contribution rate and experience-rating plan, rate years beginning in 
1956—Continued 


Active accounts eligible for rate modification 





| 
} | Percentage distribution by employer contribution 
rate 
Total ie 
number |Percent! 
Type of plan and | of active of all At 
State ! laccounts 2} Number | active Below standard rate stand. 
| ac- | | ard ard 
| | counts | | rate rate 





0 0.1-0.9 | 


1.0-1.8 | 1.9-2.6 | 


Compensable-separa- 
tion plan: Connecticut__ 24, 546 22, 191 . a A 34, 2 
Payroll variation and 
reserve ratio: New | | 
BOE c. o555 -------] 191,244 | 115,063; 60.2 40.8 23.2 25.6 
Payroll variation and | 
i 
' 








benefit ratio plan: 


Montana. -.._......-.-. 15, 410 11, 204 tT ferece 59. 20.8 | 3.4 16.5 | 
| 


es eS Past 


1 Classified by type of plan in effect at end of 1956. 

2 All rated and unrated accounts; excludes accounts newly subject after State cutoff dates for preparation 
of reports. 

3 National totals and totals for payroll variation plan exclude data for Rhode Island, which did not assign 
employers any reduced rates for 1956 rate year. National totals also exclude data for Alaska, which repealed 
experience rating provision as of Jan. 1, 1955. 

4 For Alabama, Arizona, Florida, Georgia, and South Carolina, data exclude newly qualified employers 
assigned reduced rates after computation date. 

§ Includes effects of voluntary contributions made toward credit for 1956 rates. 

6 When reduced rates are assigned in Washington, the rate variations are achieved through the use of 
tax credit offsets. Employer accounts in this State are classified by rate for current rate year on the assump- 
tion that each employer’s taxable payroll would remain the same as in the preceding year. 


Source: U. 8. Department of Labor. 
THE INSUFFICIENCY OF WEEKLY BENEFIT PAYMENTS 


Present benefit payments are wholly inadequate. The average payments 
State by State are presented on table IV. 

The Department of Labor has conducted studies on the adequacy of benefit 
levels so that we have accurately controlled research investigations. One such 
study just published was made in Florida. It shows that a great many claimants 
did not receive benefits equal to 50 percent of their weekly earnings. This 
study carefully tabulates the financial adjustments families had to make when 
forced to live on jobless pay. It showed that the normal income of these 
families was so low that when laid off they were unable to reduce substantially 
their expenditures, with the result that benefits from unemployment insurance 
represented only 60 percent of the expenditures these people had to make while 
unemployed. The benefits received fell far short of covering nondeferrable 
expenses. 

The study concluded as follows: “As a result of the inadequacy of benefit 
payments, substantial numbers of the claimants were forced to postpone pur- 
chases, to reduce or liquidate their savings, to borrow money, to lapse insurance 
policies, to defer medical treatment and even to seek relief.’”’ Other adequacy 
studies made in Pittsburgh and elsewhere have produced similar conclusions. 

The cost schedule used for planning personal and family budgets developed 
for use of the welfare agencies of New York City, allows a single unemployed 
man actively seeking work $41.30 to maintain himself and his residence; the 
budget for a family with 3 children requires $86.55 a week. To this, I would 
like to make 2 comments: first, these are welfare agency standards, and second, 
the cost of living is higher than in New York City in many parts of the country 
including Atlanta, Chicago, Detroit, Los Angeles, Minneapolis, Philadelphia, 
Portiand, St. Louis, Boston, Cincinnati, Cleveland, Houston, Pittsburgh, Seattle, 
and here in Washington, D. C. It is clear that neither single claimants nor 
families can manage on $30 a week. 
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THE DECLINE IN MAXIMUM PAYMENTS RELATIVE TO AVERAGE WAGE LEVELS 


During the last 20 years, the ceiling payments allowed under State laws have 
failed to move upward at the same rate as wages with the result that in all 
States, barring none, the maximum benefit allowances as a percentage of wage 
levels are today only a fraction of what they were in 1939. The median or 
middle State in 1989 had a maximum benefit of 65 percent of its average weekly 
wage. The median State today has a maximum benefit of only 44 percent of 
its average weekly wage. 

The impact of inflation and the neglect of State legislatures has’ completely 
changed the original intent of unemployment insurance, which once was to- 
give the great majority a benefit equal to half of their average weekly wage. 
But the decline in the maximum relative to wages now prevents most workers 
from receiving half of their own lost wage. Instead they receive a maximum 
that is a much smaller percentage. The graph (table I1) compares 1939 and 
1958 on the level of maximum benefits relative to the average weekly wage 
of the States. 

Table III provides the figures State by State to show how the maximum 
benefit amounts relative to wages have declined over the years. Not only have 
the maximums relative to wages declined in each State since 1989, but they 
have declined in 25 States since 1951. 


DURATION OF BENEFITS 


Information just released this week by the Bureau of the Census shows how 
long the current unemployed have been without jobs. The average number 
of weeks is 13.8. One million three hundred thousand or one fourth of the 
total have been out of work from 15 to 26 weeks and 585,000 or 11 percent of 
the total for over 26 weeks. 
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TaBLe II.—How benefits relative to wages have declined, 1939-58—Al States 
grouped according to their maximum benefit amounts as a percentage of their 
average weekly wages 
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TaBLe III.—Basic maxvimum benefit amounts’ as a percentage of States, average 
weekly wages 


States 1958 | States 1939 | 1951 | 1958 
(Jan. 1) (Jan. 1) 


ot — 
43 || Montana_._.--..------_- 
x | 
37 
47 | 
45 | 
44 | 
47 
Delaware 39 
Washington, D. C g 39 
81 45 
87 48 || Oklahoma 
85 57 || Oregon 
82 | 5E Pennsylvania 
56 : 3: Rhode Island 
58 ‘ South Carolina 
67 South Dakota 
66 
Kentucky 69 | 
Louisiana | 90 
Maine 74 
Maryland ‘ 65 Virginia 
Massachusetts. .......... | 57 | Washington 
53 3 31 || West Virginia............ 
Minnesota-.---.-.-.--- ; 62 | ‘ Wisconsin 
Mississippi | 97 | { Wyoming 
Missouri... ...-.-- a 61 | 














1 Exclusive of dependents’ allowances provided in 11 States. 


Because of the shortcomings of State laws the exhaustion of benefits has 
been mounting at a fearful rate. Almost a quarter of a million a month are 
currently using up the last of their entitlement. (See table 1V for State-by- 
State totals.) 

The most recent figures on exhaustions are available for 8 industrial States 
from which the Department of Labor makes weekly tabulations. In these 8 
States exhaustions are running at the rate of 25,000 a week, nearly 3 times the 
rate in November. As this recession continues even with a shallow upturn in 


economic conditions there is only one direction for these exhaustions to go, and 
that is up. 


TABLE V.—T otal number of weekly exhaustions in 8 industrial States (California, 
Illinois, Indiana, Massachusetts, New York, Pennsylvania, New Jersey, Mich- 
igan) ; 


Nov. Mar. < 20, 990 
Jan. 5, OF Apr. ! 21, 637 
Feb. Apr. 12 24, 363 
Mar. Apr. 25, 670 
Mar. Apr. 

Mar. 1! 2 5 | May 

Mar. 


Data from U. 8. Department of Labor. 


Currently exhaustions are already running ahead of the rate in any previous 
post-war recession. The highest rate previously was in the first quarter of 1950 
when 730,000 people exhausted benefits, or at a rate of 243,300 a month. Last 
month’s exhaustions were nearly that and current indications are that this 
month will exceed it. Even if this recession were to end abrupty this fall, and 
all evidence is against this, exhaustions will continue to mount at an accelerat- 
ing rate in the forthcoming months. 

State unemployment compensation laws do not provide adequately for the 
growing length of unemployment because the maximum of weeks allowable is 
too short and because under State laws with variable duration some of the un- 
employed have their benefits cut off by the very fact that they were previously 
unemployed. There has been a great deal of confusion in public discussions 
and in the press on how State laws determine the duration of benefits for dif- 
ferent beneficiaries. 
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The best duration provisions are those in the one State that provides all 
beneficiaries with 30 weeks of benefits if they are not able to find a job in that 
period and in the seven States that provide all beneficiaries with 26 weeks of 
benefits. A uniform duration of benefits for all beneficiaries is provided in seven 
other States, but in each case the amount is less than 26 weeks. In these 15 
States with a uniform duration for all beneficiaries, every worker gets the same 
number of weeks of benefits regardless of past earnings (provided, of course, 
they have demonstrated attachment to the labor force and can qualify under all 
other conditions of the State law.) 

In all the remaining 36 States, the duration of benefits differs for each claim- 
ant depending on his earnings during some previous period called the base year. 
These are the variable duration States, and they limit the total amount of bene- 
fits receivable during a 12-month period, called the benefit year, to some fixed 
proportion (usually one-third) of the claimant’s base year earnings. For ex- 
ample, if a worker made only $900 in his base year, total benefits could not ex- 
ceed $300 no matter how long he remained unemployed. If his weekly benefit 
amount were $30, he could draw benefits for only 10 weeks. He would have to 
have earned $2,340 in his base year to get 26 weeks of benefits. It is misleading 
to say that workers in these States may draw up to 26 weeks of benefits, because 
each claimant has his own maximum set by how fortunate he was in his base 
year earnings, and in some States he may draw as little as 6 or 8 weeks, even 
though the so-called maximum duration is 26 weeks. 
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TABLE 1V.—Average benefit levels and exhaustions by States 


| Percent Total monthly exhaustions 

exhaust- |__ _ . gps Sites 2 

Average ing | | 
| weekly | benefits, 
| benefit ! April |Novem-|Decem-) Janu- | Febru- | March 
| 1957- ber ber ary | ary 1958 
March 1957 1957 1958 1958 

1958 


24.3 | 84,386 |110, 575 (147, 145, 474 (191, 402 | 
Alabama ; . § 42. 2,114 | 2,923! 3,382! 3,598 | 
BEES... ...<.- pas ; 31. ¢ 205 | 254 248 226 
Arizona as aweaeell 27. 269 335 490 453 
Arkansas — ‘ 37. 133 , 413 , 535 496 
California ee 32. 14. , 915 , 855 , 895 231 
Colorado t5 31. 25. 292 : 557 715 
Connecticut oleal 34, 28. , 609 : 3, 102 3, 259 | 
3li 488 531 
505 é 713 | 
691 | 967 , 537 
586 é 3, 723 
153 4 191 
173 2 698 
137 }, 883 
323 213 | 
540 | , 366 
527 181 
958 | 795 
853 473 
587 | 271 
023 707 
744 589 
796 102 | 
179 063 
013 633 
, 632 806 | 
360 | 989 
328 A! 685 | 
180 | 54 367 | 
283 | 38 349 
5, 473 ) 9, 546 
206 | 266 375 
6, 785 | ’ 228 
2, 528 , 956 853 
82 3: 353 
3, 254 35 683 
1, 079 | : 627 
691 | ¢ 3, 266 
7,617 9, 396 9, 156 | 
1, 446 X 2, 410 
1,428 | 1,513 | 2,067 
SS 2 292 268 | 
1, 781 | 783 122 
3, 175 5,079 | 5,224 
201 28: 329 324 | 
186 ; 289 214 
1, 588 , 08 260 | 3,075 | 
919 | 1, 5,196 | 4,290 | 
729 9! ,3l7 1, 386 1, 792 
2, 596 , 5, 646 6,442 | 7, 681 | 


Washington, D. 2 26. 37. 
\ : 43. 

36. 
17, 
28. 
25. 
42. 
35. 
b 28. 
Kentucky 5.05 | 26. 
Louisiana ; 40. 
t g 18. 

12. 
Massachusetts...............-..- | 31. 63 | 22. 
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Minnesota 8. | 22. 
Mississippi od 31. 
20. 
L } 24. 

Nebraska 28. 34. 
Nevada | 39. 0% 21. 
New Hampshire__..........__- al 24. 13. 
New Jersey 32. | 29. 
New Mexico. | 26. | 23. 
aS sal 31.19 | 12. 
North Carolina 19. 94 | 19. 
North Dakota 27. 22. 
Ohio 33. 17. 
CD ..5 césuibonscnaivientawe oe al 25. 26 38. 
| 34. | 24. 

Pennsylvania. __..........- 30. 18. 
Rhode Island 27. 68 33. 
South Carolina 21. 84 | 36. 
South Dakota 25. 54 37. 
| 24.07 | 38. 

24.31 | 38. 

31.61 | 20. 

24. 85 | 21. 

| 23. 46 38. 

Washington _-. a ciate ac 30. 33 21. 
West Virginia__. : 24. 29 | 17. 
Wisconsin | 82.13 42. 
Wyoming | 34. 23 26. 
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(2) 


1 Includes payments of dependents allowances in 11 States which provide for such payments (Alaska, 
Connecticut, District of Columbia, Illinois, Maryland, Massachusetts, Michigan, Nevada, North Dakota, 
Ohio, and Wyoming). 

3 Data not available. 


By limiting total benefits to one-third of base period earnings and providing 
different claimants a variable duration of benefits, these variable duration laws 
fail one of the purposes of unemployment insurance. The proponents of this 
limitation defend it on the ground that what each individual claimant receives 
in benefits should be related to what has been put in on his account. This is 
a departure from the insurance concept. The risk insured against is the same 
for all beneficiaries, namely, a span of unemployment which strikes indis- 
criminately. In this respect, unemployment insurance is like life insurance, 
or temporary disability insurance, where premiums may have been paid in for 
3 years or 30 years but where one’s benefit payment is the same regardless of 
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how much premium has been paid. Only with uniform duration of benefits does 
the insurance principle find clear expression in unemployment compensation. 
At a time like this, it is easy to see why uniform duration laws are preferable 
to variable duration laws. Under variable duration, the worker is penalized 
for loss of earnings in his base year even when that loss is due to his being laid 
off, or due to illness or some other cause over which he has no control. This 
recession has now gone on so long that some of the unemployed now are eligible 
for benefits for a reduced period only because they were laid off a part of last 
year. 


UNEMPLOYED NOT INCLUDED IN UNEMPLOYMENT INSURANCE 


Why is it that nearly 2 million of the 5.1 million unemployed are not receiving 
any unemployment insurance? 

We have already pointed to the 1 million who have exhausted benefits since 
September. 

Some workers have failed to pass the stiff eligibility requirements in State 
laws and others have been disqualified. Many of the eligibility and disqualifi- 
cation provisions have been developed with a view only to reducing the em- 
ployer’s tax rate and have no relationship to the basic purposes of an unem- 
ployment insurance program or to the causes of the worker’s unemployment or 
his willingness to accept work if offered. 

Over half the State laws provide coverage only for those working in estab- 
lishments with four or more employees. In periods of full employment, about 
2 million more employees would be covered if all State laws extended coverage 
to establishments of one or more. Only 18 States provide this coverage at the 
present time and there has been no extension of coverage to small establish- 
ments in recent years. The high bankruptcy rate of small business suggests the 
need for this kind of coverage for employees willing to accept the insecurities 
of this kind of employment. 

In normal times, about 5 million State and local government emnplovees are 
not covered under State laws; nor are the 1.2 million people working for non- 
profit institutions; nor are the 2.9 million recently discharged servicemen who 
served in other than the Korean war. And there are over 15 million agricul- 
tural, self-employed, domestic, and other categories of people who have no un- 
employment insurance. 


THE STATES HAVE FAILED TO ACT 


The shortcomings in State unemployment insurance laws have received the 
attention of numerous public bodies of inquiry, including the Advisory Council 
on Social Security to the Senate Committee on Finance of the 80th Congress, 
the Federal Advisory Council on Employment Security, and the Kestnbaum 
Commission on Intergovernmental Relations. The President and the Secre- 
tary of Labor have recommended to Governors and State legislatures that they 
look to improving their programs by raising maximum benefits to provide maxi- 
mum benefits of 60 to 66%4 of average weekly wages, establish uniform dura- 
tion of 26 weeks, eliminate harsh and restrictive eligibility and disqualification 
provisions, and extend coverage to establishments with one or more employees 
I do not need to dwell any longer on the unwillingness or inability of the States 
to make these recommended improvements. 

The main reason that States acting individually are unable to make these 
improvements is for the same reason that no State paid unemployment com- 
pensation benefits prior to the enactment in 1935, by the Congress, of the Social 
Security Act. They are unwilling to provide any benefit program thot would 
adversely affect employer tax rates. With the high employment levels that 
have characterized most postwar years, employers began to think of unemploy- 
ment insurance as a way of reducing taxes rather than as a way to improve 
benefits for their own employees. Average tax rates last year were only 13 
percent of taxable payroll, and that taxable payroll represents now only 65 per- 
cent of total payrolls in covered employment. Under employer pressures, State 
unemployment compensation laws have been perverted from a system of paying 
adequate benefits to the unemployed to a system of achieving tax reductions 
for employers. 

The helplessness of the State legislatures to do anything significant on un- 
employment insurance has never been demonstrated so vividly as this year. 
Seven of the eleven legislatures that have already adjourned failed to improve 
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benefits or extend duration. Those four States that did do something made 
relatively minor improvements which still fall far short of that the President 
has been recommending since 1954. 

President Meany, addressing delegates to the recent AFL-CIO Economic and 
Legislative Conference, effectively summarized the situation: 

“In good years, the legislators said there was no sense in improving unem- 
ployment insurance when you didn’t have unemployment. In bad years, they 
said they couldn’t afford to improve unemployment insurance. And in routine 
years, they said: ‘let’s not rock the boat.’ 

“* * * the legislatures of the several States have far less regard for the 
urging of the President of the United States and of the Secretary of Labor than 
they have for the political power of the business interests of their States.” 

We are now paying the price for this irresponsibility. 

Through zero tax rates and sterile reserves, many States have taken the “in- 
surance” out of unemployment insurance. During 1956, 95 percent of the em- 
ployers in one State paid a zero tax rate, and in nine other States a large 
proportion of employers also paid nothing. 

Understandably, no State wants to step far out of line for fear that the 
higher cost of adequate benefit formulas will establish tax rates that will dis- 
courage employers from moving into that State or expanding within it. I do 
not think employers actually choose a plant location, because of a 1 or 2 
percent variation in unemployment compensation contributions, but their argu- 
ment is always a telling one in legislative policymaking. The only way States 
can be put on a basis of equal advantage is through uniform Federal benefit, 
coverage and eligibility standards. It is significant that the greatest single 
improvement in unemployment insurance was made when Congress, in 1954, 
extended coverage to 4 or more employees. 


FEDERAL ACTION IMPERATIVE 


Two facts of striking significance appear from the record of 22 years of 
legislative experience in the field of unemployment compensation. The first 
is that the States, left to themselves, or even on repeated urging from the 
highest levels of government, have not taken the steps necessary to enable 
their programs either to meet the essential needs of the unemployed or to 
fulfill their economic function of maintaining an adequate level of purchasing 
power. The second is that from the time of enactment of the Social Security 
Act to the present, the major significant improvements, made in the protection 
afforded wage earners’ incomes against unemployment have been taken in 
response to action by the Federal Government. 


H. R. 12065 IS NOT THE ANSWER 


Let us turn now to a more detailed analysis of the shortcomings of the 
House-passed bill H. R. 12065. In the beginning of this statement, I pointed 
to the fact that it would actually accomplish little or nothing since it relied 
on action by the State legislatures to authorize the State agency to enter into 
an agreement with the Secretary of Labor. 

As this testimony is being written, the majority of the State governors 
have responded to a telegram from Senator Paul H. Douglas inquiring whether 
they could make use of Federal benefits under H. R. 12065 without special 
legislative authority. Only 2 out of 30 replies give a clear-cut affirmative 
answer; 20 States and 2 Territories say they would probably require special 
legislation, and 3 more are doubtful whether they could utilize the benefits 
without it. In four States, constitutional amendments may possibly be 
required. 

Even is a State actually enters into an agreement, its unemployed workers 
may gain very little. The bill would, at most, extend the period of payment 
by 50 percent for individuals who had already exhausted all benefits available 
under the State law. As already shown, periods of payment now allowed by 
the States vary greatly. Some pay for as little as 6 weeks to persons with 
limited earnings or employment. Only 1 State has duration periods of more 
than 26 weeks. On the average, benefits would be made available for about 
10 additional weeks. 

Nothing would be done to improve weekly benefit amounts, to remove harsh 
disqualification provision with cancellation of wage credits, or to relax other 
provisions that are now barring hundreds of thousands of persons from receiv- 
ing benefits even if they have worked a substantial amount in covered employ- 
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ment. Nothing whatever would be done for the millions of unemployed not 
covered by the present State laws. 

Even for the workers who have exhausted benefit rights and so theoretically 
will get the payments, the promise may prove an empty one even in a State 
that makes an agreement. The Federal Government would permit payments 
to workers who exhausted benefits as far back as July 1957, but each State 
in its agreement would specify the date of exhaustion it wishes to use and 
would be able to ignore, if it wished, any exhaustions that occurred before the 
agreement becomes effective, or even after it becomes effective. 

In any case, payments would be made only for weeks of unemployment occur 
ring after the State had entered into an agreement. Long delays might occur 
while the governor, the attorney general, the employment security agency, or 
other bodies considered whether they could enter into an agreement, and while 
a special State legislative session were called if that proved necessary, as is 
likely. 

Suppose a State does find its way through a maze of legal problems and 
decides—though it seems improbable—that it is worth using these Federal 
temporary benefits even though they must be repaid out of State funds or taxes 
on employers within the State. Suppose an agreement is signed by August 1. 
If we use national averages for our illustration, a typical worker who has 
exhausted his benefits would be eligible for $30 a week for up to 10 additional 
weeks, if he cannot find a job. This is a total of $300 which is better than 
nothing but certainly not a tremendous sum for someone who has been without 
pay for a long period of time and has received benefits well under one-half of his 
regular wages. 

One out of three unemployed workers in a typical State would clearly get no 
protection at all because they had not been covered. Workers who had ex- 
hausted their rights up to August might also be omitted, and next April all 
payments would stop because March 31 is the final date on which they will be 
payable. Even if recovery is clearly underway by April, employment levels will 
rise more slowly than business activity. Since the labor force will be larger, 
unemployment will certainly be heavy next winter, and millions of workers who 
remain without jobs in April will be without the additional protection which 
other workers will have received earlier in the recession. 

Even if the bill should turn out not to be a hoax, it is at best a half-hearted 
measure to provide half-adequate benefits to half the unemployed in less than 
half the country. 

The House bill would not only prove an empty promise to most of the unem- 
ployed but would seriously weaken the already feeble system of Federal-State 
unemployment insurance. The differences in benefit provisions among the States 
would be increased since the additional periods of duration permitted would 
vary from State to State, ranging from zero where nothing happened to a pos- 
sible 13 weeks. Differences in taxes on employers would also be accentuated, 
starting in 1963. At that time the Federal Government would start collecting 
the money it had advanced for benefits and administrative purposes through a 
higher Federal tax on employers in States that had not repaid the funds utilized. 
The States that had used no Federal funds would not be affected. Tax rates 
in the other States would be raised in varying degrees depending on the liberal- 
ity of their regular benefit provisions, the starting dates used for paying benefits 
and for including exhaustees, and the amount of unemployment within their 
borders. 

As indicated elsewhere, the differences among tax rates between the States is 
already a problem to some employers and certainly to those of us who are seek- 
ing more liberal benefit provisions. Representatives of employer organizations 
argue in each State legislature that an improvement in benefits will mean a tax 
increase that will put the State in an unfavorable competitive position, driving 
business elsewhere and discouraging the erection of new establishments. 

The proper role of Federal Government in setting taxes and standards for the 
States is to encourage uniformity, not increased disparity and confusion. 

Nothing would be done by the House bill to aid the States whose reserves are 
threatened by high rates of unemployment and outlays in excess of income. Some 
few States have an immediate need for assistance, going beyond the repayable 
loans provided by the 1954 amendments. Rhode Island, for example, has always 
had an abnormally high unemployment rate due to the concentration in its small 
geographical area of manufacturing industries that are characteristically un- 
stable, such as textiles and jewelry. Rhode Island has been collecting taxes at 
the rate of 2.7 percent for nearly each year, unlike any other State. Its maxi- 
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mum is now only $30 a week. But nevertheless its reserve is very low. If in the 
future its employers must pay taxes still higher than those collected in other 
States, its unemployment problems will be aggravated. 

Instead, Federal grants should be made available to States as a method of 
pooling the impact of unemployment costs over a wider geographical area. After 
all, unemployment is a national problem. 


OTHER TEMPORARY PROGRAMS 


Other temporary programs have been proposed for meeting the present emer- 
gency through special benefits for the unemployed. All of these are opposed by 
the spokesmen for the organized employers, who want no action whatever. At 
the recent hearings of the House Ways and Means Committee, all the représent- 
atives of the Chambers of Commerce and the National Association of Manufac- 
turers and other empolyer groups opposed the various proposals that had heen 
made by the Eisenhower administration and the Democratic leadership. They 
did not favor a program of Federal grants to the States for general assistance 
such as was suggested by spokesmen for the American Public Welfare Associa- 
tion. These groups, and their conservative allies, clearly wanted no Federal 
action whatever to aid the unemployed in this emergency. 

Since there appears to be no hope of developing a temporary proposal that will 
be acceptable to the organized employers, such proposals should be judged only 
on the basis of their effects in the short-run and in the future. 

The original bill supported by the majority of the House Ways and Means 
Committee would at least have paid money into the hands of the unemployed. 
But it would have done nothing to improve the Federal-State system of. unem- 
ployment insurance in the future so as to prevent a recurrence of needless 
suffering and the necessity of temporary Federal action in another recession. 

The original administration proposal would in effect have imposed a Federal 
standard on duration retroactively, requiring all States to add 50 percent to 
existing duration provisions, with costs to be met by employers within the State. 
This proposal likewise did nothing to improve the system on a permanent basis. 

The bill introduced by Senator Case of New Jersey and others (S. 3446) 
therefore be expected to be of limited assistance to many unemployed workers 
would in effect extend the period of duration for persons currently unemployed 
who have exhausted benefit rights since January 1, 1958, until the end of this 
calendar year. The Federal benefits would be paid under agreements with the 
States and subject to their benefit provisions. No repayment would be required 
since the program would be financed from Federal funds. The States would 
not be forced to make agreements but no indebtedness on their part or on the 
part of employers within their boundaries would result. This measure might 
who have exhausted their rights or will do so this year, though benefit amounts 
would not be increased. The bill would do nothing to help those who do not find 
jobs before 1959 begins or who use up all rights next year. Still more serious, 
it would do nothing to bring about much-needed improvements for the future. 

After exploring these and other proposals for temporary tinkering with an 
inadequate system, we are more convinced than ever that substantial Federal 
action on a permanent basis is required to protect the unemployed on a basis 
that is fair to the States and employers in different areas. 


AN ADEQUATE PROGRAM: THE KENNEDY BILL (8. 3244) 


We urge your committee and the Senate to support a two-pronged program that 
will immediately improve benefits for the unemployed and that will also en- 
compass much-needed improvements for the future. The Kennedy-McCarthy bill 
(S. 3244) embodies such a twofold approach, with other features that will put 
financing on a sounder basis and will extend coverage to millions of persons now 
without protection. 

Under this bill, minimum benefit standards would become effective on July 
1, 1959. By that time, the States would have to have met the standards in order 
that their employers would receive an offset from the 2.7 percent Federal tax. 
Few special sessions of State legislatures would be required since most will meet 
before that date. In the meantime, the Federal Government would provide funds 
for paying benefits under terms similar to those incorporated in the Federal 
minimum standards. The unemployed in all States would be aided by these 
provisions with a minimum of delay. 

The AFL-CIO convention unanimously adopted the following resolution 
supporting this type of legislation: 
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“UNEMPLOYMENT INSURANCE AND THE EMPLOYMENT SERVICE 


“Since the last AFL-CIO convention unemployment insurance has generally 
been neglected at both the State and Federal levels. In addition to providing 
inadequate benefits for too short a period, many States and Territories have 
clauses discriminating against intrastate and interstate claimants for purely arbi- 
trary reasons. These shortcomings in unemployment insurance defeat its 
intended purposes and during the present downturn in business activity seri- 
ously threaten the security of millions of workers now laid off and about to be 
laid off in the next few months: Therefore be it 

“Resolved, That this convention again supports a comprehensive overhauling 
and improvement of the unemployment insurance system, under a single Federal] 
program. Pending such a reorganization, we support Federal legislation pro- 
viding uniform minimum standards with regard to benefits, duration, eligibility, 
disqualifications, and genuine tripartite representation on the appropriate bodies 
such as advisory committees, commissions, and appeal boards. Federal legisla- 
tion should also provide reinsurance as a source of grants-in-aid to States, and 
permit States to make flat-rate reduction in taxes. 

“We favor Federal funds to extend the duration of benefits for claimants in 
defined depressed areas and for workers in the labor market unable to find 
employment because of age. 

“We favor an amendment that will prohibit the garnisheement or attachment 
of unemployed benefits for any purpose by any person or government agency, 
including the Internal Revenue Service. 

“We support a coordinated national approach by the employment service and 
the continuation and improvement of its services. 

“We urge affiliated unions to continue their efforts to improve the State un- 
employment insurance laws so that they will replace a higher proportion of the 
individual’s lost wages; so that the maximums are realistic in terms of average 
wages and will automatically adjust to rising wage levels; so that duration of 
benefits are more suitable to the reemployment problems facing the unemployed; 
so that harsh, restrictive, and arbitrary provisions in regard to eligibility and 
disqualifications are removed; and so that there are no restrictions against the 
concurrent payment of supplemental unemployment benefits. 

“We favor extension of coverage to all wage earners and to newly discharged 
servicemen whose military service shall satisfy requirements of attachment to 
the labor force. 

“We favor the establishment of a system of unemployment insurance in 
Puerto Rico. 

“We oppose any change in Federal law which would remove the requirement 
for the quarterly wage reporting for OASI and unemployment insurance pur- 
poses.” (Resolution 89, pp. 281-282, vol..1, official proceedings. ) 


FEDERAL STANDARDS NOW IN SOCIAL SECURITY ACT 


The idea of Federal action to meet the problem of unemployment is not new. 

In 1932 the Reconstruction Finance Corporation made advances to States and 
localities to provide relief and relief work for the unemployed. 

In 1935 Congress passed the Social Security Act, which included a provision 
of grants to States for administration of unemployment insurance programs and 
provided for relieving employers of 90 percent of the tax imposed on payrolls 
in States that enacted unemployment insurance laws that met certain specified 
standards. These standards did not, however, include any requirements with 
respéct to benefit levels or duration. 


ADEQUATE BENEFIT AMOUNTS 


The Kennedy bill now proposes two minimum standards to raise the level of 
weekly payments: (1) the individual’s weekly benefit shall be calculated to be 
not less than 50 percent of his regular earnings, subject to the State maximum; 
(2) the State maximum shall be not less than two-thirds of average weekly 
wages in covered employment in that State. These standards are in line with 
the recommendation repeatedly made by President Eisenhower that “the States 
increase maximum benefits so that the great majority of covered workers will 
be eligible for payment equal to at least half of their regular earnings.” 

Certainly these standards are not too high. In no case would they require a 
State to pay more than half of a worker’s regular wages, though some States 
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do this now for certain groups. But the very large proportion of workers who 
now get less than 50 percent of their earnings will be substantially aided. 

The requirement in regard to the maximum imposed in the State would re- 
sult in ceilings related to wage levels in each State. This is therefore not, in 
fact, a uniform standard, but a standard uniformly reflecting wage differences 
as between the various States. However, this too would be a minimum standard, 
so that States that wish to raise their ceilings would be perfectly free to do so. 

All but two States now use a flat dollar maximum which can be changed only 
by amendment of the State law. Since wage levels tend to rise year after 
year with increased productivity and the declining value of the dollar, State 
maximums have continually slipped behind actual wages. The automatic ad- 
justment of the dollar figure to two-thirds of average weekly wages would 
largely prevent this undesirable lag. 

It is estimated that this standard would increase benefit costs by about 23 
percent for the Nation as a whole, as shown in table VI. 


LONGER PERIODS OF PAYMENT 


The Kennedy bill proposes a Federal standard requiring that all States make 
benefits available for at least 39 weeks to all eligible persons who suffer unem- 
ployment for that long a period in any one year. 

A potential duration of 39 weeks is not excessive. Indeed it is essential if 
unemployment insurance is to be effective during a recession in protecting the 
unemployed and in maintaining purchasing power. Present duration provisions 
have already been analyzed in an earlier part of my testimony. As shown 
there, the average potential duration today is about 20 weeks. The best State 
provides uniform duration for all eligible workers of 30 weeks. 

The proposals for temporary Federal benefits advanced by the Eisenhower 
administration in its first bill and by the majority of the House Ways and 
Means Committee would in effect have made at least 39 weeks of payments 
available to a large proportion of the covered unemployed. The Kennedy bill 
has the advantage of making the minimum standard uniform throughout the 
Nation and incorporating it in the permanent framework of unemployment 
insurance. 

It is estimated that a standard of 39 weeks would increase benefit costs on 
a nationwide average by 22 percent (see table VI). The combined additional 
gross cost of the proposed standards on benefit amounts and duration would 
be 50 percent. These are average costs over an extended period of time, assum- 
ing levels of unemployment equal to or greater than those experienced in the 
last decade. Translated into employer contribution rates, they would mean an 
increase to an average of 2 percent of taxable payrolls (from 1.3 percent) and 
to less than 1.5 percent of total payrolls (from 0.9 percent). This would be little 
more than one-half the tax rate contemplated by Congress when it established 
the 2.7 percent tax offset in 1935. 


REASONABLE STANDARDS FOR DISQUALIFICATIONS AND ELIGIBILITY 


Many people who have worked in covered employment find they cannot 
receive unemployment compensation benefits because they do not meet strict 
tests of eligibility. Many are disqualified either for short periods or indefinitely 
because of unreasonable restrictions that have been enacted in many States as 
part of the drive of employers to limit benefit payments to unemployment for 
which they as individual employers are responsible. 

The Kennedy bill would maintain such disqualifications as are necessary 
to prevent abuse but would eliminate those which have been shown to be 
oversevere or purely capricious. 


IMPROVEMENTS IN FINANCING 


The Kennedy bill would provide reinsurance grants to States with heavy 
rates of unemployment and resultant low reserves. The need for such a pro- 
vision has already been discussed. The Federal reinsurance grants would be 
available under specified conditions set forth in section 1201 of S. 3244. The 
grants would be equal to three-fourths of the excess of the compensation pay- 
able during a quarter over 2 percent of the taxable payroll for such quarter. 
In other words, the State would have to pay one-quarter of the total excess. 
Thus the Federal Government would give substantial assistance but the State 
would have an incentive to avoid too great expenditures. 
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Another important section of the Kennedy bill would give more leeway to 
States in reducing taxes on employers below 2.7 percent. At present such re- 
duction is possible only on the basis of individual experience rating. The 
bill would permit a State as an alternative to lower taxes on all employers 
below 2.7 percent on a flat-rate basis. 

States would not be forced to abolish experience rating—the Federal stand- 
ard would merely be relaxed. Theoretically employers should welcome such a 
relaxation of a Federal standard. 


COVERAGE 


The Kennedy bill would extend the protection of unemployment insurance to 
millions of persons now excluded. It would add all employers with 1 to 3 
employees. While some States now include such employment, they are in a 
minority. Veterans and certain Federal employees not now covered would 
also get protection. The definition of employee would be changed to bring in 
some groups now excluded as independent contractors. Through such clauses 
coverage provisions would be brought closer to those of old-age, survivors and 
disability insurance. 

The AFL-CIO believes that virtually all employees can and should be covered 
by unemployment compensation. This principle is stated in the convention 
resolution which I quoted above. It is regrettable that about 2 million of the 
unemployed today should be without any right to benefits. Important groups 
that should be covered as soon as possible are agricultural workers, domestic 
workers, employees of nonprofit institutions, and employees of State and local 
governments. 

Since the coverage provision of the Kennedy bill could not become effective 
immediately, owing to the necessity of permitting time for State legislative ac- 
tion, the question arises as to what should be done for the noncovered workers 
in the meantime. We believe that many of these workers have records of regu- 
lar employment on which immediate benefits could be based during this 
emergency. 

TEMPORARY BENEFIT PROVISIONS 


Pending the date on which Federal standards and coverage provisions become 
effective, the Kennedy bill provides for temporary benefits to be paid for from 
Federal funds. Section 9 spells out terms for the temporary supplementation 
of unemployment compensation along lines similar to those embodied in the 
standards. The individual’s benefit amount would have to be equal to not less 
than half of his average weekly wage up to a maximum of not less than two- 
thirds of average weekly wages within the State during the last full year for 
which necessary figures are available. Benefits would have to be payable to 
any eligible individual up to a total of 39 weeks. The Federal Government 
would pay for the excess of outlays over the amounts provided by the State 
law. 


OTHER GROUPS SUPPORTING FEDERAL STANDARDS 


As the failure of the State-by-State approach has been - manifested, more and 
more support has been expressed for the approach embodied in the. Kennedy 
bill. The governors of at least 12 States, which include 41 percent of all workers 
covered by unemployment insurance, have indicated their support of minimum 
Federal standards. This fact alone should help answer the argument that the 
States do not want this type of legislation. 

Many outstanding students and analysts of social security have indicated 
their support of Federal benefit standards, including Arthur Burns, former 
chairman of President Eisenhower’s Council of Economic Advisers. Only a few 
weeks ago a report on the American economy by the special studies project 
of the Rockefeller Bros., Fund advocated “minimum Federal standards” in its 
recommendations for fighting the recession. 


RELIEF: THE LAST LINE OF DEFENSE 


It is much better to provide protection for the unemployed through bene- 
fits received as a matter of right than through public-assistance payments based 
on a means test. Spokesmen for employers contend that, after unemployment 
insurance benefits are exhausted, jobless workers can turn to public-welfare 
agencies for help. But in practice workers who have always been independent 
are reluctant to turn to public relief and in many States employable persons 
are not eligible for aid even when no jobs are available. 
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The Federal Government does not now provide any money for gencral as- 
sistance for the unemployed. Many States leave such relief entirely to the 
localities, though some provide funds for the purpose. General assistance pay- 
ments are very low in nearly all areas. They frequently require not only a 
means test but residence in the State for 3 years. Persons may have to have 
exhausted all their savings and be without any other substantial property such 
as a car, a home, or life insurance. 

The AFL-CIO supports Federal grants for general assistance as a last line of 
defense for the unemployed. We regret that the House has not taken action 
to supply such grants. But even liberal Federal grants cannot make general 
assistance a good substitute for payments as a matter of right. 


CONCLUSION 


We are convinced that the House passed bill, H. R. 12065, is only an idle 
gesture and should be discarded. Both the immediate and long-run needs of 
the unemployment insurance program call for enactment of legislation pro- 
viding both temporary supplementation and the basic improvements in the sys- 
tem along the lines provided in the Kennedy bill (S. 3244). 

The Congress, by adopting such a program will contribute mightily to recovery 
from the present recession, at the same time making future recessions less 
likely or less severe. By the bold and imaginative action that has characterized 
America’s response to crisis in the past, we can turn the threats and dangers of 
this recession, and even its accompanying human suffering, into opportunity to 
build stronger defenses for our free economy and our democratic way of life. 

Mr. CrurksHank. I can summarize the high points of the state- 
ment and comment on some of the tables and charts that we have 
included in it. I will be available for questions as the members of 
the committee wish to direct them to me. 

My identity is indicated in the opening paragraph of this statement. 

Mr. Andrew J. Biemiller, director of the legislative department 
of the AFL-CIO, was unfortunately detained at the last moment 
and he may join us later, but I am accompanied by two assistants 
from my department, Mrs. Katherine Ellickson, and Mr. Raymond 
Munts, who will also be available for questions if the members of the 
committee wish to direct them to me or to them. 

At the outset, we wish to express our appreciation for the oppor- 
tunity to present our views to this committee as it faces up to the 
serious problems that arise out of this present economic situation in 
the country. 

I believe it is known, but I want to make it perfectly clear, that 
it is or view that it is necessary that the Federal Government take 
action again at this time to adopt standards to meet the basic de- 
ficiencies of the present Federal-State unemployment-insurance pro- 

am. 

The standards should cover the very essential elements of the pro- 
gram: Coverage, benefits, amounts, and duration; conditions under 
which these are paid, and the financing of the program. 

We also are in support of a workable emergency program to meet 
the present needs pending such time as it would take for the State 
legislatures to take individual action, even if such an emergency pro- 
gram should fall short of all of our long-term objectives, if it actually 
would provide help immediately and extend aid to the unemployed 
and thus to help shore up our economy. 

However, we cannot support the House bill, H. R. 12065, in its 
present form since, in our view, it fails to meet either objective. 

It is our opinion that that bill gives grant promise but little per- 
formance. The reason for our taking this position is this: We feel 
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that this bill, as passed by the House, is based on a misunderstanding 

‘of the real need. It is based on the conception that the need is for 
money, whereas, as has been directly pointed out in the course of these 
hearings, most of the States have money. 

The need is for the State legislatures to act. We need some induce- 
ment to the State legislatures to act and to remove barirers so that 
they can act. 

Now there are those who advocate doing nothing in this crisis. 

We disagree with that view, but, of course, it is one which the 
Congress can take if, in its considered view, no action is necessary. 

We earnestly hope this committee will not recommend that course. 

The CuatrmMan. Will you tell me what page you are reading from ? 

Mr. CrurksHank. I am reading from the bottom of page 1, now, sir. 

Furthermore, we trust in view of the fact that a very large number 
of governors have stated that the House-passed bill would not give 
any immediate relief, that this committee will not recommend adop- 
tion of the present provisions of the H. R. 12065 which give the ap- 
pearance of action but actually accomplish nothing for millions of 
unemployed workers. 

Now having stated this as our basic position, I would like to touch 
on the highlights of the supporting evidence. 

Possibly I can keep referring to pages without reading so that the 
members of the committee will more easily follow the points that I 
am trying to emphasize. 

Now on page 2 (the very bottom of page 1 and page 2) we offer the 
evidence that shows that this is the most serious economic decline 
since the 1930's. 

The table at the top of page 2 traces the steady increase in the num- 
ber of unemployed during the last 8 months, both as to the percentage 
of the civilian labor force, and as to the percentage of insured 
unemployment. 

You will notice in the latter category it has progressed from 2.8 
percent in September to 8.1 percent in April. 

The next set of figures shows that 70 labor market areas or nearly 
half of the labor market areas listed by the Department of Labor show 
a substantial labor surplus. They are in that substantial labor-surplus 
category. 

Next we give figures from the official Government sources refuting 
the claim that has been made in some quarters, particularly in the 
public press that the upturn has started. 

And an analysis of these figures which are not our own but which 
come from responsible Government sources, leads us to the sad con- 
clusion that we are probably in for a hard pull that will probably 
reach well into next year. 

The claim that we are beginning to see the light of dawn, in our 
Opinion, is not supported by the figures which we present here in 
some detail. 

Now next, beginning or in the middle oF onan 3, we discuss 5 
popular misconceptions about the unemployed and unemployment 
msurance. 

The members of the committee, I trust, will have time to go into 
this but here I wish simply to summarize them in the briefest way. 

The first is that the unemployed tend to be the young, single people 
or the secondary wage earners. Now, of course there are some of these 
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among the unemployed. But the facts show that there are many heads 
of families in this group which have a long-time earning record, and 
that when job opportunities exist they have been employed. 

The second is that laid-off workers prefer benefits. This is a matter 
of study of motives, which is hard to get to, but objective studies have 
been made, and these studies indicate that that also is a misconception, 

I would — like to point out what I am sure the members of this 
committee know, and are thoroughly aware of, that the character of 
people does not change when there is a decline in economic activity. 

It is not the character of people that changes, it is the economy that 
changes and these people that are eligible for benefits now are all 
people who have been recently employed. When there were jobs open 
they took those jobs, and they do not suddenly become loafers and 
people living on the public dole just because there is a change in the 
economy. 

Now the third point or misconception is that there are plenty of 
savings and therefore nothing is needed. 

That is an oversimplification of the claim, to be sure, but that is the 
implication. 

Now the studies show, and we analyze them here rather carefully, 
that very little of this total savings is concentrated among the people 
of the United States and their families who depend on wage incomes, 

The fourth is that people on unemployment insurance use up their 
benefits and then go back to work, and again on page 4 we give the 
figures and the supporting studies that refute this misconception. 

Now on the fifth misconception I would just like to spend a move- 
ment of time and that is that unemployment compensation—and I 
would like to do so, sir, because it has been repedtedly stated in these 
hearings—that unemployment compensation or the program is not 
meant for depressional unemployment. 

The Secretary of Labor made much of that point as he appeared 
here before you early this week. 

The claim is that if we were to pay the benefits in the amount 
needed it would throw the actuarial calculations off. 

Well, now, they might throw the actuarial calculations off. This 
statement that the system was not designed for depressional unem- 
ployment is taken out-of context from the views expressed by many 
students of the system. It is true, and I believe most people would 
agree, that unemployment insurance is not the only safeguard we 
have to rely on in times of extensive unemployment. We have to 
find some other ways of meeting depressional unemployment. 

We need public works programs, we need tax relief, and we need 
many other things. We do not rely on it exclusively but we must 
say that if the system is just limited to the normal turnover and to 
meet the short periods of unemployment involved in shifts between 
jobs, then we do not have a real unemployment compensation system 
in this country and the question would arise, really two questions 
would arise: First, if that is true, what is the $8 billion for? What 
is its function? For what purpose has it been raised by taxes? 

Secondly and more important, if the States now admit, and those 
speaking for the exclusive State view now admit, that their programs 
don’t add up to an adequate system, then they are, in fact, giving the 
basis for an argument that some new system must be devised. Some 
level of government must act. The measures we support would en- 
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courage the States to take action and to build an adequate system but 
if the States do not build an adequate system and we are faced with 
the continued prolonged unemployment, then we need to have some 
supplementary system. 

Ve do not think that is the answer, but certainly some answer must 
be found because this great rich country is not going to continue to 
allow people to be without any income or without insuring their 
earned income in any adequate and satisfactory manner. 

Now the present system is only costing nine-tenths of a percent of 
the actual payrolls. The rates are higher than that, but the base on 
which the rates are paid is low. 

In most cases it is still the original $3,000 that was set in the first 
Social Security Act of 1935. 

But wages have gone up considerably and if you take the present 
tax rates and apply them to the actual wages, in the States you will 
find that the present system is only costing about nine-tenths of 
1 percent. 

Now this just happens to be one-third of the original level of taxes 
that was set in the Social Security Act of 1935. 

The table which follows page 5, shows the distribution of this tax 
cost as between different types of systems and by States, and it shows 
really how low the tax rates generally are to support this system. 

Now the real question is: What kind of a system do we have and 
what does it propose to do? That is the question that has been pre- 
sented here. But behind that always is the question: Are we propos- 
ing to have an adequate system to meet the needs of the unemployed 
in crises of this kind as well as in more nearly normal times or are 
we just cutting the cloth and the pattern of the system to an existing 
tax rate and devising a system that protects the tax rates rather than one 
which meets the needs of the unemployed ? 

Now beginning on page 6 we present evidence of the insufficiency of 
the weekly benefit payments, and there is on the following page, a 
chart which shows the decline in the proportion of wages that are 
protected by this system, the average wage—well, let’s just say the 
value of the insurance to the wage structure—as of 1939 and as of 
1958. ° 
I believe every member of the committee has a copy of the testi- 
mony, and this chart which we call table 2, following table 6, shows 
that. 

The light shaded bars show the number of States, the axis across 
the page is the number of States, so the maximum on the right hand 
means 17 States. 

Senator Dovatas. These are not averages but maximums? 

Mr. Crurksuank. That is right, sir; these are maximums, and it 
shows that, to start, that 3 States had a maximum in 1939 that permit- 
ted payments between 95 and 99 percent of the average wage in the 
State. 

Senator Dovetas. You would not recommend that ? 

Mr. CrurksHank. No, sir; we are not recommending that. The 
recommended level is in the bracket between 65 and 69 percent, the 
dotted line toward the middle of the page, and that is the level that 
has been recommended in five economic reports of the President, and 
supported by letters of the Secretary of Labor to the governors. That 
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is the recommended level, and we will find that in 1939, 29 States 
met that standard which is now recommended. 

You will find, if you look at the heavy black bars, you will find the 
maximum limitations as per the number of States in 1958. 

You will see no State comes up to the recommended standards and 
that the concentration of the heavy black lines, that is the 1958 diree- 
tion is down toward the bottom of the scale. 

In other words, as the value of jobs has gone up, with higher wages, 
the insurance premium, the insurance policy on those jobs, which 
people hold in the unemployment compensation systems, has not kept 
pace with it. 

So that they are not permitted, they did not have the opportunity 
in 1958, under the State programs, to insure their job income, their 
wage income, nearly as adequately as they did in 1939. 

We find that there were only six States below the present recom- 
mended level in 1939, but today all of the States are below the recom- 
mended level. 

We show also the decline in the duration of benefits at the bottom 
of page 6, where you will note that we refer to information released 
just this week by the Bureau of the Census showing how long the 
currently unemployed have been without jobs, 1,300,000 or one-fourth 
have been out of work for a total of 15 to 26 weeks and over half a 
million, or 11 percent, of the total for over 26 weeks. 

Now table 3 gives the detail for each State supporting the chart 
also that appears in table 2 so that the situation in each State can 
be identified. 

On page 7, we give the total number of weekly exhaustions, which 
relates to the matter of this inadequate duration, in 8 of the States 
where the Department of Labor keeps a current check on the weekly 
exhaustions, and we find there is a steady increase right up to the 
middle of April, and then only a very slight drop in the last week 
of April, and then up again for the last week for which there is 
reporting, 25,419 persons in that week exhausting their benefit rights. 

Now, again a detailed table, following page 7, table No. 4, which 
gives the average weekly benefit and the percentage of those eligible 
for benefits who exhaust their benefit rights before they are able to 
find another job, and the totals right on up through March and 
through April, and the breakdown for each State right up through 
March; the breakdown per State is not available for April at this 
time. 

Now, on page 8, we refer to the problem of the inadequate coverage. 
There are 2 million of the more than 5 million who are now unem- 
sloyed, 2 million of that 5 million are not receiving benefits, and we 
indicate some of the reasons for this. 

In addition to those who have exhausted their benefits, we show 
those who are not covered by the program, and those that, for one 
reason or another, are not eligible for benefits. More than a third 
of the unemployed are not now eligible for benefits under this pro- 
gram. 

This is just another reason why we feel that the State end of this 
present system has failed to meet its full obligations. 

Then we give the record, starting on the bottom of page 8, of the 
failure of the States to act in spite of the encouragement that they have 
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had from the highest level of government—encouragement in terms of 
exhortations, but not encouragement in terms of any direct incentives. 

A good bit is said about the State governments responding to the 
needs of the people on these. We wish that we—that the record 
showed differently. 

I do not think it is a matter of opinion as to whether the States 
are responsive to the needs of their people. I think it is clearly a 
matter of the record, and the record shows that, beginning about 
1915, there were among many States bill after bill introduced into the 
State legislature to establish unemployment-compensation programs 
of various kinds, and yet only one State legislature acted up until 
1935. 

Senator Dovetas. Mr. Cruikshank, and that State, Wisconsin, pro- 
vided continuous delays in putting the law into operation so that it 
was not an effective law until the Federal Government acted; isn’t 
that correct ? 

Mr. CrurksHank. Thank you, Senator; that is quite right. In fact, 
Wisconsin was saying in their act that national legislation is necessary. 

Senator Dovexas. That is right. 

Mr. CrurksHank. In order for us to implement their act. They, 
in effect, said that as they passed their first act. 

Now, 20 years of failure on the part of the States to meet any of 
this problem, during which we went through some pretty severe post- 
World War I adjustments and some pretty severe unemployment, and 
yet, in less than 2 years after the Federal Government in 1935 placed 
this tax incentive before the States, in less than 2 years they did what 
they did not do in 20 years. In other words, the record is clear that 
the States themselves look to Federal leadership on this matter. 

As a matter of fact, a number of States now have—in this matter 
of coverage—have in their State acts a proviso that they will move 
to coverage of one or more at such time as the Federal Government 
places the tax on one or more. 

In other words, these very State legislatures that are saying, “All 
of this decision should be left in our hands as to all of the benefit 
levels,” and all of that they are saying, in effect, “We will move when, 
and if, and only when the Federal Government says we must move.” 
They are, in effect, asking in that respect, at least, asking for leader- 
ship from the Federal Government. 

Now, on pages 10 and 11, we spell out in detail the reasons why we 
cannot support H. R. 12065 in its present form. Summarizing that, 
we submit that the main reason is the States cannot do more with 
the enactment of this measure than they can do now. I would again 
point out that this really is not just our argument, but this is the 
argument, this is based upon the statement of 27 governors according 
to the last count I had. I do not know; there may be more now. 

Now, the Secretary of Labor, when he appeared before this com- 
mittee on Monday, complained that the question which was directed 
to the State was not properly put to the governors, and it seems to us 
that two answers should be made to the Secretary on this ground. 

One, as far as I know, no governor complained, and Senator Douglas, 
who directed the question about this, in his telegram, could inform the 
committee, and I am sure he will, if any governor is complaining 
about the way in which the question was put, and, furthermore, they 
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were directing their answer not only to the telegram and its wording 
but to the copy of the bill which the telegram of the Senator said wag 
following by airmail, and most of the replies, all of those which I 
have seen, were directed after they had a chance to get the bill. 

So, they were directing their replies not just to the telegram, but 
to their analysis of the bill. 

The second answer to this contention of the Secretary is that he, 
himself, has not, to my knowledge, polled the States. He is free, 
himself, to ask a question as to whether he thinks the States could 
respond if this H. R. 12065 were passed, and, until he does, I resnect- 
fally submit that he is interposing his judgment over that of the 
governors of the States when he claims the States could take advantage 
of this bill without specific legislative action, and if my good friend, 
Secretary Mitchell, were here right now, I believe I would be tempted 
to ask him who its the federalizer at this point, since he is putting his 
judgment as above that of the governors, who, presumably, are 
“close to the people” in their States. 

From the evidence now before the committee it appears clear that 
H. R. 12065 has abandoned the very essence of the emergency approach 
which was the very start of this back in the week of March 8 when 
the Secretary of Labor announced there would be an administration 
proposal shortly forthcoming which would meet an emergency situa- 
tion; one which he said would not involve State action and one which 
he promised could be carried out without any of the complexities or 
litigation involved in State action. On the evidence which is before 
the committee, it seems now that this whole approach is out the 
window, and that the approach which is suggested through H. R. 
12065 does involve State action, and, therefore, we have abandoned 
the emergency approach, and, inasmuch as the administration has now 
embraced H. R. 12065, it appears that it also has taken a 180° turn 
in this thing and it has abandoned the emergency approach. 

But even if all of us felt, which we do not, that no emergency action 
was needed, the fact is that action still is needed, as thousands of 
people every day are exhausting their rights under the limited and 
inadequate State systems. 

It seems to us that this provides the Senate of the United States a 
real opportunity to do the 2-part, the 2-pronged approach to the 
problem which, in our view, is so much needed, and the first is a set 
of srants to the States to help meet the immediate emergency. 

Such an approach would not involve us in the litigation or the 
necessity of State legislatures meeting by not involving the matter of 
repayment by any name; whether it is an “advance,” a “loan,” or 
whatever it is, it. should be the kind of grant that does not involve a 
repayment. 

But then in the event such a grant program is adopted, it seems to 
me that the members of this committee would certainly wish to say to 
the States “Well, now, we are willing to do this once but we should 
not do it again and you should get your houses in order so that. when 
and if there is another depression, we won't be confronted with an 
emergency and we won't be giving you the incentive to come to the 
Federal Treasury to get you out of this situation.” 

Now both of these approaches are contained in Senator Kennedy’s 
bill which 17 other Senators have joined him in (S. 3244), which 
Senator Kennedy described in detail to you. 
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On page 13 we insert along with the rest of this for the record the 
evidence that we are not just speaking as staff people or as repre- 
sentatives of President Meany but in terms of a considered action 
taken by our convention, and the full resolution of the convention 

adopted i in Atlantic City last December calling for this kind of legis- 
Jation is included. 

When we talk about this matter of Federal standards, it seems to 
me important that we should all remember that the matter of Federal 
standards is not new, that Federal standards are embedded in the 
program enacted in 1935. 

Congress passed a Social Security Act, title III of which set up 
the administrative funds for the State unemployment compensation 
systems, and amendments to the Revenue Act imposed this tax—an 
excise tax on all employment in the States. Then the Congress, in 
effect, said to the States “90 percent of this tax will be forgiven all of 
the employers in the States in such States as pass laws which meet 
certain standards.” 

It did not say just any kind of law and those standards are quite 
specific. They concern, among other things, certain matters of ad- 
ministration. They require a civil service system to be set up within 
the State. 

They require that the payment of benefits shall be neutral as to the 
membership or nonmembership in labor organizations. 

They require that the payment of benefits shall be neutral in cases 
of labor dispute, and these are Federal standards that are in the 
existing law. 

However, the first law did not set any standards with respect to the 
level of benefits or the duration of benefits, and the experience since 
that time has shown that with the variable tax rate that was also 
permitted in the national act that was passed at that time, there were 
incentives in States to keep their benefits low, and the chart which 
was the first one I talked about, shows how the benefits have gone 
down relatively, because of the pressures to keep the taxes low. 

Table 6, which follows page 15 in the testimony, is a breakdown as 
to what. the imposition of these standards would cost, assuming vari- 
ous levels of unemployment. 

I would just like to point out, commenting on this table, that the 
percentages indicated are not relative on a horizontal line. They are 
only relative within the columns as presented. To take at random a 
level of unemployment at 2,600,000, we find that the cost under the 
on State unemployment compensation laws annually is figured 
at $3 billion and I will say these are Department of Labor figures. 

If you would add the maximum weekly benefit amount at the level 
that has been proposed by President Eisenhower, n: umely two-thirds 
of the State’s weekly average wage it would raise that cost up to 

$3.7 billion, and raise the percentage amount by 23, and if you would 
have a uniform duration of 26 weeks you would add still more, rais- 
ing the total cost to $4.2 billion and if you would make a uniform 
duration of 39 weeks, as the Kennedy bill proposes, you would raise 
it by $4.6 billion that is providing unemployment stayed at the level 
of $2.6 million. 

These are sizable amounts but relatively they are not so large and 
you will notice that at that level it would raise the cost a total of 
50 percent and since I pointed out that the present cost is 0.9 percent, 
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the total cost would still be raised only at a national average of be- 
tween 1.3 percent and 1.4 percent which is still less than half of the 
original tax contemplated or the tax rate contemplated in the original 
act “namely 2.7 percent. 

So these are not radical proposals and they are not really even 
very expensive proposals. 

At the conclusion we point out that we are not alone in supporting 
these Federal standards. / 

The governors of at least 12 States, including 41 percent of all the 
workers covered under the system have indicated their support of 
minimum Federal standards, and many outstanding students and 
analysts of social security have indicated their support, including Dr, 
Arthur Burns, the former Chairman of President Eisenhower’s Coun- 
cil of Economic Advisers, who just recently pointed to the necessity 
of Federal standards, and the special projects study of the Rocke- 
feller Bros. Fund which came out about 10 days ago, I believe, 
advocated minimum Federal standards for unemployment insurance 
systems in its recommendations for fighting the recession. 

Now we also support as we indicate at the top of page 17 (and 
I have just given perhaps very inadequately the highlights of this 
rather long “statement as a last line of defense, “Federal grants 
through public assistance for a general category of need so that 
States may catch those people who fall Panduit the meshes of the 
nets of our various insurance programs. 

As a last line of defense there should be public assistance for peo- 
ple who have not been able to meet the requirements—even liberally 
drawn requirements of laws in the States that provide some income 
maintenance program. 

In conclusion, we are convinced that the House bill, H. R. 12065, 
is only an idle gesture and should be discarded. 

Both the immediate and long-run needs of the unemployment 
insurance program call for enactment of legislation providing both 
temporary supplementation and the basic improvements in the system 
slong the lines provided i in the Kennedy bill. 

We believe that the Congress by adopting such a program will con- 
tribute mightily to recovery from the present recession at the same 
time making future recessions less likely or less severe. 

By the bold and imaginative action that has characterized Amer- 
ica’s response to crises in the past, we can turn the threats and dangers 
of this recession and even its accompanying human suffering into op- 
portunity to build stronger defenses for our free economy and our 
democratic way of life. 

This concludes, Mr. Chairman, the comments and the summary 
of this statement at this time. 

The Cuarrman. Thank you very much, Mr. Cruikshank. Are there 
any questions ? 

Senator Doveias. Mr. Chairman, did you wish to ask questions ? 

The Crarrman. No. 

Senator Doveras. May I ask a few questions ? 

The Cuarrman. Yes, Senator. 

Senator Dove.ias. Mr. Cruikshank, I would like to ask this ques- 
tion to start off with: Many of the States have very sizable reserves. 
If these unemployment-compensation trust funds are not used for 
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extended benefits or increased benefits, what, in effect, are we preserv- 
them for? 

r. CrurksHank. In effect, Senator Douglas, we are preserving 
them for, or the result of their being preserved is the protection of 
the present tax structure in the States. 

As Commissioner Batt pointed out, in his State, and that was just 
an example, when reserves fall to a certain level, a new tax schedule 
automatically goes into effect, and I believe every State—is that not 
true, Mr. Munts’?—I believe every State has a provision of that kind. 

Therefore, there is an incentive in the States not to pay benefits, 
because paying greater benefits or more liberal benefits or more liberal 
eligibility provisions, providing benefits to more people, would draw 
on the State reserves at this time and might bring the State reserve 
to a level which would put the new tax schedule into effect. 

Now, every State has in its law, and it is required—and this is 
another Federal standard—it is required that there be in every State 
law a provision that these funds cannot be used for any other purpose. 

They cannot be diverted to highways or schools or any other thing. 
They must be used only for the payment of benefits to the unem- 
ployed. 

But as they are now being preserved and some of the State agencies 
are assuming the role of high priest over the sanctity of these funds, 
as they are now being preserved, not in a legal sense, but, in fact, the 
effect of their remaining drawn upon no more than they are, the effect 
is that the purpose of the funds now is to preserve the employ ers’ tax 
structure. 

Senator Dovetas. Originally these funds were intended to provide 
a reserve so that in period of recession or depression it would be drawn 
down; and, hence, you would transfer purchasing power from the 
period of prosperity to the period of recession or depression and exert 
a net stabilizing influence. 

Now, in pr: wetice, what you are saying is that this purpose has been 
fulfilled to only a limited degr ee. 

Mr. CrurksHANK. Yes, sir; it would appear so. 

Senator Dovenas. Would you say, therefore, that these funds are in 

sense sterilized ? 

Mr. Crurksuank. Yes, sir; I would. I would also point out, in 
going beyond your question, if I may, sir, the fact these funds are held 
in separate State accounts further sterilizes them. 

I believe it was Prof. Richard Lester, in a report for the Committee 
for Economic Development, who drew an analogy which is better than 
Tcan draw. 

Professor Lester said the separate State reserves acted like a city 
having fire departments, where the hose and ladder equipment and all 
the rest of the fire-fighting equipment was confined by some city 
ordinance to each ward, but if there was ever a five-alarm fire, the 
departments could not combine and go into and meet an emergency 
situation. 

This would mean unnecessary duplication of fire-fighting equip- 
ment in every city. We have the same situation here. We have some 
of these States who could pay benefits at the present level, I think 
one was cited this morning up to 30 years, and you have some that 
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are within 1 or 2 months of a critical situation and yet the funds from 
one are not available to another. 

Now, more than that, outside of the very limited funds in the Reed 
reserve fund, in the loan fund of the Reed bill, there is no reinsurance 
fund, and another one of the things that the Kennedy bill does is to 
provide a reinsurance program so ‘that there can be a broad national 
underwriting of the risk of unemployment, the incidence of which 

falls so unevenly among the States. 

Senator Doveias. Mr. Cruikshank, I have tried to find a compila- 
tion of State laws which would bring out the degree to which assess- 
ments on employers increase as the various State reserves diminish, 
and I personally have not been able to find such a compilation which 
seems to be central to your argument. Do you know if there is such 
« compilation 4 

Mr. CruixsHank. I believe there is, Senator Douglas. 

I happen to be a member of the Federal Advisory Council to the 
Secretary of Labor, and there are, of course, public members and em- 
ployer members on that council, and this council made a study of this 
financing about a year ago, a little more than a year ago, I believe, 
and at that time the Secretary of Labor furnished the members of this 
council with a study of the various danger point systems that are in 
all of the State laws, and I would think he would be willing to pro- 
vide this and this committee would be interested, I think, in hav ing it, 

Senator Dovuaias. May I address an inquiry to Mr. Stam and 
inquire whether the Secretary of Labor has furnished such a com- 
parative table to us? 

Mr. Stam. Not yet. 

Senator Doveas. May I request the chairman to ask the Secretary 
of Labor to submit such a table? 

The CuatrMan. What is the statement, Senator ? 

Senator Dovexas. I asked that the committee ask the Secretary of 
Labor to submit a compilation of the State laws showing the degree 
to which the assessments upon employers increase as the size of the 
separate State reserves diminish. 

The CuatrmMan. Without objection, it will be done. 

(The material requested appears on p. 458. ) 

Senator Doveuas. Since today is the last session if this request 
could be communicated by telephone it would speed things up very 
much. 

Mr. Cruikshank, another question I would like to ask: It is some- 
times argued against Federal standards that there is no uniformity 
of unemploy ment between States and therefore we should not impose 
uniformity of standards. 

I would like to ask you if the proposed Federal standards do in 
effect impose such an alleged uniformity. 

Mr. Crurksuank. No, sir; they do not. 

First, to take the two basic standards, the one on the level of bene- 
fits: It is understandable that there is this amount of misunderstand- 
ing about it, because the standard is expressed in a figure, but it isa 
percentage figure. 

The standard is expressed in terms of paying half of the past earn- 
ings to a worker subject toa maximum of 6624. percent of the average 
weekly wage of covered employees in the State. 
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Now that half, and that two-thirds sounds like a uniform standard 
but being relative to the wage structure within the State, it reflects 
the differentials of wages within the States. 

Senator Doveias. And between States, too; isn’t that true? 

Mr. CrurKsHAnk. Yes, that is right. 

Senator Doveras. Between States? 

Mr. CrurksHANK. Yes, sir. 

Now the one on duration sounds even more like an arbitrary stand- 
ard, because it is in terms of 26 weeks or 39 weeks, the 2 major pro- 

osals. 

And this administration, with supporting letters from the Secretary 
of Labor, has repeatedly urged on the States a uniform duration of 
26 weeks. 

Now, of course, you see the newspapers often picking this up and 
saying '26 weeks of benefits or 39 weeks of benefits for every person. 
That is not true. It is only a maximum potential period of benefit 
payments, and if an economic condition within a State were such that 
employment picked up and job opportunities began to appear, these 
people who are required to go into the State employ ment service office 
and register every week to be continued in eligibility for their benefits 
would be offered these jobs, and if they refused a suitable job they 
would be off the benefit roll. They would be off the benefit roll at 
the end of 10 weeks if the job showed up even if the State had a 
uniform maximum duration of 39 weeks. 

So that just as it is true that a benefit standard expressed in terms 
of percentages reflects varying wage levels and economic conditions 
within a State, so also does even a uniform duration provision. It 
would reflect the changes within the States and you would find the 
actual average dur ation falling as soon as the employment opportun- 
ities picked up. 

The Cuatrman. Thank you very much, Mr. Cruikshank. 

The committee will adjourn and recess until 1: 30. 

Mr. CrurksHank. Thank you, Mr. Chairman, and members of the 
committee. 

(Whereupon, at 12:45 p. m. the committee was recessed until 1:30 
p. m. of the same day.) 

AFTERNOON SESSION 


Senator Frear (presiding). The committee will come to order. 
Mr. L. W. Gray of the Texas Manufacturers Association. 


STATEMENT OF L. W. GRAY, LEGAL COUNSEL AND DIRECTOR OF 
INSURANCE, TEXAS MANUFACTURERS ASSOCIATION, AUSTIN, 
TEX. 


Mr. Gray. Senator Frear, my name is L. W. Gray, and I am legal 
counsel and director of insurance for the Texas Manufacturers Asso- 
ciation, with officers at 902 Capital National Bank Building, Austin, 
Tex. 

My appearance before this committee is on behalf of the approxi- 
mately 4,000 business firms in Texas who are members of the Texas 
Manufacturers Association and most of whom are covered employers 
under the Texas Unemployment Compensation Act. 
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We have very carefully analyzed and studied the various proposals 
for Federal unemployment benefits which have recently been intro- 
duced in this Congress. We want to go on record as opposing the 
Kennedy-McCarthy bills, S. 3244 and H. R. 10752, and the Mills bill 
and the administration bill. 

It is our position that no action by Congress is required by the facts 
as they exist at this time. It is our further opinion that under ex- 
isting law, any State which desires to bolster its unemployment com- 
pensation program has sufficient authority to do so. 

Under the provisions of the Reed Act, which in our opinion, was 
enacted to take care of such an economic ’situation as we are now un- 
dergoing, the State has the right to increase both the amount of bene- 
fits and dur ation of benefit payments if they desire to do so, and if 
their funds become depleted, they have authority to borrow money 
from a loan fund and repay the money during a later period. 

It is our contention that different problems exist in the various 
States, and that if a State determines to increase the benefit amount 
or duration of benefit payment, then that particular State should 
decide on the necessary legislation to implement these changes. 

When Congress steps in and acts for the States in this field, it is an 
invasion of the rights of the individual States in an area over which 
they should have control and jurisdiction. 

In Texas, our problem is not so serious, fortunately, and we have 
asked the Texas Employment Commission to prepare an analysis of 
the unemployed labor force in Texas, which you have before you, 
Senator, showing the unemployment situation as it exists in Texas 
at the present time. 

I am sure you have heard a great deal of figures before the com- 
mittee. We are of the opinion that this is something perhaps which 
has not been presented heretofore. 

You will note that the total estimated unemployment in Texas of 
May 13 was 200,400. Of that number, 92,921 were filing claims and 
were insured. From the period from January through April of 1958, 
the exhaustees in Texas totaled 26,248. Those figures look rather 
large, and of great magnitude. However, going down to the middle 
of the page, and when we analyze the figures, we find that for the fol- 
lowing groups, there is little or no justification for providing extended 
unemploy ment insurance. 

Fifteen thousand of these exhaustees are not permanently attached 
to the labor force. Fifteen thousand of these individuals had insuffi- 
cient wage credits to qualify for unemployment-compensation insur- 
ance. One thousand five hundred were railroad workers who are 
covered under another program. Thirty thousand are new and re- 
entrants into the labor market with no wage credits. 

This segment is composed largely of school youths and casual work- 
ers seeking part-time or temporary employment. 

Nine thousand are insured workers, but did not file for unemploy- 
ment-compensation benefits. They have shown very little interest in 
drawing their benefit payments. 

So in this category fall 70,500 of the 200,400, and we feel there is 
little justification for extending benefits for these persons because they 
are not permanently attached to the labor market. 

In summation, you will find that out of these 200,400 who are un- 
employed, 92,921 are insurance in filling claims; 11,248 are exhaustees 
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who do show some attachment to the total labor force; 70,500 fall into 
the category which we have just discussed, that is groups for whom 
there.is little or no justification for roviding extended unemployment 
insurance; leaving 25,500 other ceaatines Ww ho are not covered. 

This group comprises 5,000 who work for firms with less than 4 
employees; 14,000 agricultural workers; 4,500 who are in domestic 
service ; 1,000 who work with State and local governments; and 1,000 
who work with charitable institutions. 

Now, if we take out the agricultural workers, because of the diffi- 
culty in securing wage information on them, it leaves only 11,500 
unemployed wor kers who are regularly attached to the labor force, and 
who are not covered by unemployment i insurance. 

We, therefore—— 

Senator Frear. What do you mean by not covered, that they did not 
work for a covered employer ¢ 

Mr. Gray. Yes, sir; which would include these smaller firms less 
than four, and these agricultural and domestics. 

Senator Frear. Yes. 

Mr. Gray. So we feel in our opinion from the above figures that the 
great bulk of the unemployed workers who should be covered by 
unemploy ment insurance are in fact presently covered and receiving 
such insurance benefits. 

Speaking directly to the bill before this committee, 12065, we are 
of the opinion that it adds very little to our existing law. 

However, in our opinion, if enacted, it would represent the first 
venture by the Federal Government into the area of extending the 
education of unemployment-compensation benefits, and we oppose 
the bill primarily on this basis. 

If this committee, though, is of the opinion that some type of 
remedial legislation is essential, then in said event, we would favor 
the enactment of H. R. 12065 in ’preferenc e to the other proposals for 
the reason that the bill provides for the extension of benefits on a 
voluntary basis and protects the inherent and valuable right of the 
individual States to regulate the duration of unemploy ment com- 
pensation benefits. 

That is our statement, Senator. 

Senator Frear. Well, thank you, Mr. Gray, for a very concise ex- 
planation of your position, and that of those that you represent, and 
I assume for the State of Texas. 

You know Texas and Delaware have something in common. If 
you put the 2 States together, there would be no other 2 States that 
large. [ Laughter. | 

Mr. Gray. I had not thought about that. 

Thank you, sir. 

(The statement in full is as follows :) 


STATEMENT OF L. W. Gray, LEGAL COUNSEL AND DIRECTOR OF INSURANCE, TEXAS 
MANUFACTURERS ASSOCIATION, AUSTIN, TEX., ON H. R. 12065 (TEMPORARY UN- 
EMPLOYMENT COMPENSATION ACT) 


My name is L. W. Gray and I am legal counsel and director of insurance for 
the Texas Manufacturers Association, with offices at 902 Capital National Bank 
Building, Austin, Tex. My appearance before this committee is on behalf of 
the approximately 4,000 business firms in Texas who are members of the Texas 
Manufacturers Association and most of whom are covered employers under the 
Texas Unemployment Compensation Act. Our organization is opposed to any 
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legislation which threatens the independence and effectiveness of our present 
State unemployment compensation programs. 

It is our understanding that the intent and purpose of the Texas Unemploy- 
ment Compensation Act and the unemployment compensation programs of our 
sister States is to alleviate the hardships of unemployment by providing tem- 
porary financial relief to the unemployed while they are seeking other employ- 
ment. We believe this principle is evidenced by a portion of the purpose clause 
of the Texas Unemployment Compensation Act which reads as follows: 

“* * * Whereas it is detrimental to the moral, civil, and physical well-being 
of individuals to be sustained by charities and public grants. Past experience 
has further shown that. oftentimes workers are unemployed through no fault 
of their own and, of necessity, are required to live by public charities. It is 
the purpose of this legislation, and the legislature declares it to be the purpose 
of the State by this enactment to provide an orderly system of contributions 
for the care of the justifiably unemployed during times of economic difficulty, 
thereby preserving and estah'~hing self-respect, reliance, and good citizenship.” 

A report to the President from the Committee on Economic Security in 1935 
(368.4) page 9, made this statement concerning the desirability of a limited 
period of benefits : 

“We believe it is desirable that workers ordinarily steadily employed be en- 
titled to unemployment compensation in cash for limited periods. * * * It is 
against their best interests and those of society that they should be offered 
public employment at this stage. * * * Very often they will need nothing further 
than unemployment compensation benefits, for they will be able to reenter 
private employment after a brief period. * * *” 

House Report No. 615 on the social security bill (April 5, 1935) (368.4) page 
7, discusses the distinction between unemployment compensation and relief: 

“Unemployment insurance cannot give complete and unlimited compensation 
to all who are unemployed. Any attempt to make it do so confuses unem- 
ployment insurance with relief, which it is designed to replace in large part. 
It can give compensation only for a limited period and for a percentage of 
the wage loss. 

“Unemployment compensation, nevertheless, is of real value to the industrial 
workers who are brought under its protection. In normal times it will enable 
most workers who lose their jobs to tide themselves over, until they get back 
to their old work or find other employment, without having to resort to relief, 
Even in depressions it will cover a considerable part of all unemployment and 
will be all that many workers will need. Unemployed workmen who cannot find 
other employment within reasonable periods will have to be cared for through 
work relief or other forms of assistance, but unemployment compensation will 
greatly reduce the necessity for such assistance.” 

The Senate Finance Committee in Senate Report No. 628, May 13, 1935, 
also discussed this same problem : 

“Such unemployment compensation is not a complete safeguard against the 
hazards of unemployment. In periods of prolonged depression many workmen 
will exhaust their benefits before they find other employment.”’ 

It seems evident from reading the above statements, that the students of unem- 
ployment compensation insurance realized that it was not a complete answer to the 
problem of unemployment but that it was definitely a step in the right direction 
and that such programs were to be distinguished from relief or a dole. In con- 
sidering proposed legislation, we should keep in mind the intent and purpose 
of the original statutes which contemplated limited duration of benefits and an 
insurance program rather than a relief program. 

We have carefully analyzed and studied the various proposals for Federal 
unemployment benefits that have recently been introduced in this Congress. We 
oppose the Kennedy-McCarthy bills (S. 3244 and H. R. 10570), the Mills bill, and 
the administration bill for the reason that their enactment would seriously 
impair the independence and effectiveness of our State unemployment compen- 
sation programs. A full discussion of our opposition to these bills is found in 
exhibit A which is attached hereto. It is our position that no action by Congress 
is required by the facts as they exist at this time. It is our further opinion 
that under existing law, any State which desires to bolster its unemployment 
compensation program has sufficient authority to do so. The various States have 
reserve funds totaling approximately $8 billion, and these funds can continue 
to pay benefits at the current levels for more than 3 years without any increase 
in the present tax rates. Under the provisions of the Reed Act, which in our 
opinion was enacted to take care of such an economic situation as we are now 
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undergoing, the State has the right to increase both the amount of benefits aad 
duration of benefit payments if they desire to do so and if their funds become 
depleted, they have authority to borrow money from a loan fund and repay the 
money during a later period. It is our contention that different problems exist 
in the various States and if a State determines to increase the benefit amount or 
the duration of benefit payments then that particular State should decide on 
the necessary legislation to implement these changes. When Congress steps in 
and acts for the States in this field it is an invasion of the rights of the individual 
States in an area over which they should have control and jurisdiction. 

Fortunately the State of Texas is not faced with the same serious problem of 
unemployment that exists in some of our heavily industrialized sister States. 
The Texas reserve fund is in excellent financial condition and in our opinion 
the present economic situation does not require Texas to modify her existing 
law. As of May 9, Texas had a balance of $289 million in its reserve fund and 
is currently paying out benefits at the rate of about $1.5 million per week. The 
income for the fund, from taxes and interest at the current rate, approximates 
about $600,000 per week, which would indicate that the present reserve would 
last from 7 to 10 years. The Texas rate of exhaustion of benefits is summarized 
and compared in the following table for like periods in 1957 and 1958: 


| lst quarter, Ist quarter, 


1957’ | = 1958 
1. Maximum of 24 weeks 161 | 1, 381 
2. 15 to 23 weeks 5, 792 } 8, 345 
3. 7 to 14 weeks ; 5, 548 | 7, 189 
4. 1 to 6 weeks 56 134 
Total... 11, 557 17, 049 


Experience reveals that in the third or fourth classifications and to some 
extent in the second classification, the workers are not fully in the labor market 
but are merely periodic workers—seasonal or casual. Regular workers, who are 
permanently attached to the labor market, would, with few exceptions, qualify 
for the maximum period. All proposed bills were ostensibly drawn for the 
purpose of helping the large number of exhaustees who were suffering from 
economic hardship. In Texas only 5,492 more claimants exhausted their benefit 
rights in the first quarter of 1958 over the corresponding quarter in 1957. Of 
this number only 1,220 were entitled to the maximum benefit period—thus 
indciating a large portion were not truly in the labor market. Page 1 of exhibit 
B, which is attached hereto, is an analysis of the unemployed labor force in Texas 
as of May 13, 1958. This exhibit is quite significant in illustrating the fallacy of 
quoting total unemployment figures without an adequate explanation. of the 
items involved in the tabulation. These figures were furnished at our request 
by the Texas Employment Commission. We see from these figures that out 
of a total unemployment in Texas of 200,400 there are 87,000 individuals who 
are not covered by the Texas Unemployment Compensation Act or who have 
very little attachment to the labor force. Of the remaining 113,400 unemployed 
individuals, 92,921 are insured and have previously filed claims for benefits. 
This leaves 20,479 unemployed individuals consisting in part of exhaustees who 
are still in the labor market and individuals covered by the act but who have 
not filed claims for unemployment-compensation benefits. We assume that 
similar conditions exist in other States, and it is important that a careful 
analysis be made of figures indicating total unemployment. Page 2 of exhibit B 
makes a comparison of the unemployed labor force for the years 1957 and 1958. 
This exhibit is significant in that it indicates that unemployment among 
individuals who are not covered by the Texas Unemployment Compensation Act 
and those who have little attachment to the labor force remained almost stable 
in number in 1957 and 1958. There were 79,000 individuals in this category in 
1957 and 81,000 in 1958. 

When we study the current condition of the Texas reserve fund, the number 
of exhaustions and the makeup of the unemployed labor force in Texas, it 
seems that statements as to the need for immediately extending benefit duration 
and making other changes in the law are not warranted by the facts. 

Turning our attention to H. R. 12065, we are of the opinion that it adds very 
little to our existing law. However, in our opinion, if enacted, it would represent 
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the first venture by the Federal Government into the area of extending the 
duration of unemployment-compensation benefits. We oppose the bill primarily 












































on this basis and for the further reason that it interferes with the legislative =e 
prerogative of the States by indirectly focusing attention on the governors of pern 
the various States to call special sessions of State legislatures for the purpose the | 
of deciding whether or not to extend the duration of unemployment-compensation 

benefits. However, if this committee is of the opinion that some type of remedial Re 
legislation is essential then, in said event, we would favor the enactment of sup 
H. R. 12065 in preference to the other proposals in this field, for the reason that wou 
the bill provides for the extension of benefits on a voluntary basis and protects ploy 
the inherent and valuable right of the individual States to regulate the duration T) 
of unemployment-compensation benefits. and 
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SHALL WE FEDERALIZE UNEMPLOYMENT COMPENSATION AND CREATE A “DOLE prov 
System”? thor 
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The House Ways and Means Committee reported a bill on unemployment an | 
compensation which will be called up for floor action this week. repa 

The House may consider the bill under the open rule—that is, permitting Ty 
amendments. Inasmuch as the two schools of basic thinking behind this legis- the 
lation are best expressed in the administration proposal and the Mills bill, to wv 
a comparative analysis of those bills and their impact upon the unemployment ifa 
system as well as their dangerous effects are herein presented. From the Texas pay 
point of view an analysis of the whole issue is appropriate. pres 
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THE PICTURE was 

The whole concept of this proposed legislation stems from the alleged desire a. 
on the part of some to meet an “unemployment emergency” and alleviate the indi 
impact of the current exhaustion in unemployment benefits. Here is the picture 7 
: ; who 
in Texas—and the possible effect of these laws. pa 
Qualification requirements for 

An unemployed worker can receive unemployment compensation benefits for 24 for 
weeks, if (1) he registers with and reports to the employment office and adm 
claims benefits; (2) he is available and able to work; (3) he has, during his P 
base period (five calendar quarters prior) : pare 

(a) earned more than $250 in 1 quarter and more than $150 in 1 other 
quatrer, or 

(b) earned more than $1,000 in any one quarter, or 

(c) earned a total of $450, earning at least $50 in each of 3 quarters. 

Once he qualifies, the commission may reduce his number of payments. if it A 
appears that: (1) he quit voluntarily (from 1 to 24 weeks penalty), or (2) he pay’ 
was fired for misconduct (from 1 to 24 weeks penalty), or (3) he refuses suitable 
work (from 1 to 12 weeks penalty). 

Record of exhaustion, 1957-58 

Rate of exhaustion of benefits is summarized and compared in the following 
table: 
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Experience shows that in the third. and fourth classifications, and to some 
extent in the second class, the workers are not fully in the labor market but 
are merely periodic workers—seasonal or casual. Regular workers, who are 
permanently attached to the market, would, with few exceptions, qualify for 
the maximum period. 
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TWO TRENDS OF THOUGHT 


Recession talk has spurred the introduction of several bills proposing Federal 
supplementation of State unemployment compensation benefits which, if enacted, 
would seriously impair the independence and effectiveness of our State unem- 
ployment compensation system. 

The Ways and Means Committee of the House held hearings on March 28, 31, 
and April 1 on these various bills, and the Mills bill and the administration bill 
appear to be the only serious contenders for final enactment by the Congress. 
On April 18, the Ways and Means Comimttee reported the Mills bill out of the 
committee with an amendment extending coverage to noncovered workers over 
the strenuous objections of Republican committee members. 

A side-by-side comparison of the provisions of each bill is made on the reverse 
side of this page. From that you will note that there are two principal dif- 
ferences in these two bills: — 

(1) The Mills bill provides an outright grant to the States whereas the ad- 
ministration bill would do the job in the form of loans similar to those now 
provided under the Reed Act. However, under the administration bill, even 
though a State would refuse to borrow the necessary funds, the Federal Govern- 
ment would disburse the money anyway and would then require repayment by 
an increased tax on employers—unless the State would find another way to 
repay the money. 

The State would have three options to repay the money: (a) it could repay 
the bill from available funds; (0) it could authorize the Federal Government 
to withdraw the necessary funds from its Unemployment Reserve Fund; or (c) 
if a State failed to adopt either of these two methods within 4 years, the Federal 
payroll taxes on employers in the noncooperating State would increase from the 
present rate of three-tenths of 1 percent to forty-five one-hundredths of 1 percent 
in the following year and up to six-tenths of 1 percent thereafter until the money 
was fully repaid. 

(2) The Mills bill would extend coverage to all individuals who have never 
been covered under Federal or State unemployment compensation laws. These 
individuals would receive benefits on the same basis as provided for individuals 
who have exhausted their rights. It is estimated that more than 3 million 
insured workers and 2 million uninsured workers would be immediately eligible 
for benefits upon passage of the Mills bil] and that this legislation would call 
for an expenditure of $1.5 billion and would cost about twice as much as the 
administration bill. 

Provisions of the Mills bill, as amended, and the administration bill are com- 


pared below : 
Mitts BILL, AS AMENDED ADMINISTRATION BILL 
SOURCE OF FUNDS 


No re- 


A direct grant to the States. 
payment required. 


A compulsory loan to the States. 
Funds to be repaid beginning in 1963 
by reduction of the employer’s credit 
for State taxes—in effect by increasing 
employer’s Federal unemployment com- 
pensation rates. 


EXTENDED 


Provides 16 additional weeks of bene- 
fits to each eligible applicant. 
Amended by Ways and Means Commit- 
tee of House on April 18 to also pro- 
vide temporary unemployment benefits 
to individuals who have been employed 
in noncovered employment. 


DURATION 


Provides extended benefits in an 
amount equal to 50 percent of the bene- 
fits received before exhaustion, payable 
at the same weekly rate as under state 
law. 
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BENEFIT RATE 


Changes weekly benefit rate for those Pays benefits at the same rate as the 
drawing maximum benefits. The rate State law. 
would be 50 percent of prior weekly 
wages up to a maximum of two-thirds 
of the average in the State. 


PARTIAL UNEMPLOYMENT PROVISIONS 


No provision for partial unemploy- Applies to partial unemployment in 
ment. the same way as State law. 


TERMINATION DATE 


Benefits to be payable for weeks of Benefits to be paid for any week of 
unemployment which begin on or after unemployment which begins on or after 
the 15th day after date of enactment to 30 days following date of enactment 
individuals who exhausted benefit and for any weeks of unemployment 
rights after June 30, 1957, and before thereafter which begin before April 1, 
July 1, 1959. 1959, to individuals who have on or 

after December 31, 1957, exhausted all 
rights to unemployment compensation 
benefits. 


APPLIED TO TEXAS 
Administration bill 

It is estimated that approximately $36 million would be paid out to Texas claim- 
ants who have exhausted their benefit rights under existing law, provided econ- 
omic conditions continue their present trend. The employers of Texas would 
repay this sum of money by paying increased Federal payroll taxes over a 3-year 
period beginning in 1963. This additional tax would bring in $43,200,000, and 
the amount collected in excess of the $36 million necessary to repay the loan 
would be deposited in the Texas trust fund. The cost of this program would be 
borne entirely by the employers of Texas through the payment of increased 
Federal payroll taxes. The present Federal tax of 0.3 percent would increase to 
0.6 percent by the year 1965. 


Mills bill 


It is estimated that payments to Texas claimants who have exhausted their 
rights to benefits under present law would total $53 million. However, this 
figure does not include the additional sums which would be required to be paid 
out under the recent amendment extending payments to noncovered workers. 
Since this bill is to be completely financed by the Federal Government, it would 
have no direct effect on employers’ unemployment insurance tax rates: however, 
it would tend to establish increased duration of benefits and greater benefits in 
the minds of the recipients and would be an exceedingly dangerous precedent to 
establish: The amount of benefits paid under the Mills bill would be greater 
than benefits under the administration bill. 

It is estimated that 60 percent or more of the exhaustees would be paid a 
greater amount in the extended period than they received under the State law 
and for about 40 percent, the 16 weeks of the extended period would be longer 
than their State unemployment insurance benefit rights. It is estimated that 
some 42 percent of the exhaustees would receive a larger weekly benefit amount, 
and some would receive both a greater benefit and a longer duration of benefits. 
The maximum weekly benefit under the Mills bill would be $52 in Texas, and the 
present maximum weekly benefit is $28. 


EXHAUSTION 


Claimants who have drawn all of the benefits to which they are entitled in a 
benefit vear are said to have exhausted their benefit rights. Both bills were 
ostensibly drawn for the purpose of helping the large number of exhaustees who 
were suffering from economic hardship. 

In Texas, only 5,492 more claimants exhausted their benefit rights in the first 
quarter of 1958 over the corresponding quarter in 1957. Of this number only 
1,221 were entitled to the maximum benefit period—thus indicating that a large 
portion were not truly in the employment market. This seems to indicate that 
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the proposed bills are greatly overemphasizing the problem in Texas and raises 
the question as to whether the need justifies the means. 


DO THESE PROPOSALS SOLVE ANYTHING? 


1. The serious unemployment is localized in 8 or 9 heavily industrialized 
States, and not all of the States are in the same condition. Texas, for instance, 
is not experiencing the heavy unemployment of Michigan or Pennsylvania. It 
seems Clear that the Federal Government should not try to set up uniform stand- 
ards for all 48 States when different conditions exist in each of the States, 

2. The States have reserve funds totaling $8 billion, and these funds can con- 
tinue to pay benefits at current levels for more than 3 years without any increase 
in present tax rates. It is also significant that under the Reed bill there is a 
loan fund of more than $200 million available to States whose funds are exhausted. 
Alaska is already using its loan privileges and Oregon has also applied for a loan. 

Mest.of the State reserve funds are in good financial condition and no Federal 
assistance is needed. Texas currently has a balance in its reserve fund of $293 
million and is paying benefits out at the rate of about $1.5 million per week. The 
income for the funds from taxes and interest, at current low tax rates, approxi- 
mates $600,000 per week, thus indicating the present reserve would last from 7 
to 10 years. 

The States are familiar with their own conditions, and it seems clear that they 
have sufficient reserve funds available to expand their present programs if they 
want to do so. 

8. The Reed Act was designed to take care of such an economic situation as we 
are now witnessing. States can increase both benefit amounts and durations if 
they deem it necessary and, if their funds become exhausted, borrow money from 
a loan fund to finance the program. The States would then repay the money 
during a later period. The States, with two exceptions, have not found it neces- 
sary to borrow from this fund as yet which is further proof that their reserve 
funds are in good shape. 

4. The administration’s bill applies only to those claimants who have exhausted 
their benefits under existing unemployment-compensation programs. Statistics 
reveal that there are now 2 million unemployed people in our labor force who 
have never been covered under any unemployment-compensation law, and they 
have never received any unemployment compensation benefits. These people 
would still receive no financial aid under the administration’s bill. 

It is estimated that an average of 460,000 persons per week would be eligible to 
receive extended unemployment compensation benefits under the administration's 
bill. It seems ironic that these 460,000 who have previously drawn benefits would 
be favored to the complete exclusion of the 2 million who have never drawn any 
benefits at all. This is discrimination in its worst form. 

On the other hand, the Mills bill, as amended, would reach out and cover 
individuals who have never been covered by any unemployment compensation 
program and would require the State unemployment compensation administrative 
agency to disburse benefit payments to these individuals. 

Those who are familiar with the intricate wage reports kept by the Texas 
Employment Commission for computation of benefit payments to eligible claim- 
ants can envision the difficulty entailed in making payments to those individuals 
who have no wage information on record with the Texas Employment Commis- 
sion. It is believed that the Texas Employment Commission would have to 
resort to a form of request reporting whereby they would have to contact pre- 
vious employers of the applicant and request the necessary detailed wage infor- 
mation prior to the computation of his benefits. 

This tedious procedure would be both time consuming and costly to the Texas 
Employment Commission. It seems unfair to saddle the Texas Employment 
Commission with this additional burden when it does not have the necessary 
wage information to process such claims. Unless such benefits as are paid are 
related to wages earned, the program clearly becomes a dole system and 
should not be handled by the Texas Employment Commission. 

5. If extension of unemployment compensation benefits is considered neces- 
Sary or becomes necessary at a later date, the individual States should decide 
on the necessary amendments to implement the additional benefits. As pointed 
out above, the States already have reserve funds to take care of such an exten- 
sion; however, the Federal Government will have to borrow the money that it 
uses to finance extended benefit payments. This is clearly an invasion of the 


25736—58—— 28 





i 
ce 
a 
4 





Pink fj RS TN ES 





428 UNEMPLOYMENT COMPENSATION 


rights of the State in a field over which they should have control and juris- 
diction. 

6. The governors who met with President Eisenhower concerning his pro- 
posals were not receptive and have not endorsed his program. A number of the 
governors attending the conference have stated that they consider the Presi- 
dent’s proposal an invasion of States rights and an interference with State 
programs. 

7. Both bills propose a direct threat to the independence of our State unem- 
ployment compensation programs. If the Federal Government can extend the 
duration of State payments and regulate the amount of benefits and force loans 
upon the State for this purpose, then it seems that the Federal Government 
could also change, without the consent or approval of the States, the qualification 
and eligibility provisions of the laws of the various States and in effect strip 
the States of any control over their own unemployment compensation systems, 

8. Predictions of many who are hostile to business and who want to use 
every excuse or emergency to centralize all governmental power should not 
precipitate the Congress into taking immediate and reckless action in this mat- 
ter.. It is elementary that once this legislation is forced upon the States that it 
will be difficult to revert to our old standards of benefit duration and amount. 

9. The provisions of the administration bill which require a State to accept a 
loan, even though they refuse to voluntarily do so, and then require repayment 
by increased employer tax rates is repugnant to our form of government and 
should not be foisted off upon the States under the guise of being an emergency 
measure brought on by the recession. 

10. Another basic objection to the pending bills is that they attempt to convert 
our State unemployment compensation programs into relief programs before 
they have had an opportunity to prove their ability to cope with the present 
economic situation. 

POSSIBLE SOLUTION 


No clear and definite need for Federal unemployment benefits has been dem- 
onstrated. The individual States, with 1 or 2 exceptions, are in good financial 
condition and can adequately take care of their own problems in this field 
if and when they arise. 

A possible solution is H. R. 11706 by Harrison (Democrat, of Virginia). 
Though this bill is drafted along administration lines, it is designed to put the 
program on a voluntary basis, being effective only where a State and the 
Secretary of Labor entered into an agreement. 

You should immediately contact your Senators and Congressmen stating your 
position. Delay can cost you money. 


ExHIBIT B 


Analysis of the unemployed labor force, May 13, 1958 


ae URE SSI ica it saedpesnitsniinclheiinpaien seein bs peesianinsnish ened 200, 400 
a i I iid isi ciate ciglhicccpiiedaaih ninlipdiantadicmanaenih 92, 921 
Exhaustees (January, February, March, April) -------.-----_--__-_-__ 26, 248 
An analysis of exhaustees indicates only about 50 percent are 
permanently attached to the total labor force. 
Se I I ed 5 cnet chain itis estan Sinn dacs nnn 15, 000 
This segment obviously has little or no attachment to the labor 
force. 
Railroad (covered under another program)-__-~---_--_----_-------__-- 1, 500 
New- and reentrants, no. wage credite...._..............,.-..5.....--.... 30, 000 


This segment is composed largely of school youths and casual 
workers seeking part-time or temporary employment. 


IN I I i i li cel el ti antes eh spend at himiniasinsiis 9, 000 
This segment has shown no interest in unemployment insurance. 
a I na ak ara ghecbni geisha ep gins enes baie timiped qntedibveninitich asad 5, 000 
I NN gi eens ales enti n mate Saeed enchant es cine dlls 14, 000 
er (URN: IC Oi ag. cele tren ini nis nie enamine 4, 500 


Workers from State and local government____.-~---_._------------- 1, 000 
Workers from charitable institutions, foreign governments, and 
i cl a as es icieneip mii dh an en soaND 1, 000 
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RECAPITULATION 
Total unemployed 
Not covered, or with little labor-force attachment 


Source: Texas Employment Commission. 


Comparison of the unemployed labor force, 1957-58 


1958 


Total unemployment. oe ‘ re Bs 200, 400 
Insured and filing claims_.- terres us aan 92, 921 
Exhaustees (January, Fe bruary, March, April) - cenit Ais Sinaia iitancle tien tti 26, 248 
Insufficient wage credits. anneal 15, 000 
Railroad ‘ J ake 1, 500 


Small firms in covered industries. -........__-- 5. ckethdhandbn tice. de 5, 000 
Nonfiling from covered firms -- - Li se cieik dad seed 9, 000 
New and reentrants, no wage credits __-. dtr : 30, 000 
Workers from agriculture (May 13) -- ade ‘ 14, 000 
Workers from domestic service - - - -- ee, ee a 4, 500 
Workers from State and local government - ; 1, 000 
Workers from charitable institutions, foreign | gove rnments, and fishermen__- 1, 000 


SUMMARY 
Insured and filing claims - - - - uae 92, 921 
Exhaustees (January, February, March, BT cede sisim nn atte Ace idee 26, 248 
Ah other........ as 81, 000 


Source: Texas Employment Commission. 


Analysis of the unemployed labor force in Tewvas, May 13, 1958 


Total estimated unemployment 

SUNOS IOINIIE «EIU I ck alla siete heii sien ening aeemnegeadaecn eetecesamia mea 92, 921 
Exhaustees (January, February, March, April) 26, 248 
SCRE OU INO NGI ON fii acter ccie picts edness alisha acade ape cicamiatioetlit 15, 000 
Railroad (covered under another program) 1, 500 
New and reentrants, no wage credits 30, 000 
Nonfiling from covered firms 9, 000 
Small firms not covered 5, 000 
UI; I i celts ciliate ol ahead acca 14, 000 
Workers from domestic service 

Workers from State and local Government 

Workers from charitable institutions, foreign governments, and fish- 


Further analysis of the above figures shows that for the following groups 


there is little or no justification for providing extended unemployment in- 
surance : 


Exhaustees (January, February, March, April) who are not perma- 
nently attached to the labor force 
Insufficient wage credits 
This segment obviously has little or no attachment to the labor 
force. 
Railroad workers (covered under another program) 
New and reentrants, no wage credits 
This segment is composed largely of school youths and casual 
workers seeking part-time or temporary employment. 
Insured workers, but not filing 
This segment has shown no interest in unemployment insurance. 
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The above comme show that, of the 200,400 unemployed, there are: 


Groups for whom there is little or no justification for providing extended 
I a a ac cil ahs cei tts dase eiensae dite enaen sation 70, 000 


SL LESS ES 






















i as enlace hgh meow ise de mp gns ional 25, 500 
Worked for small G@rms.............. Ire alela eh tic Mies helices tvex onto . 5,000 
Agricultural workers Re a Be ak Se : 


To sed dagninios nsnrestbateasipeeaes/ anon baa mba 
ENE NRL ELA LL ILA ADA TER LT 1, 000 






If agricultural workers are excluded because of difficulty in securing records, 
or for some other reason, there are left only about 11,500 unemployed workers 
who are regularly attached to the labor force and who are not covered by un- 
employment insurance. 

It is obvious from the above figures that the bulk of the unemployed workers 
who should be covered by unemployment insurance are, in fact, presently covered 
and receiving such insurance. 

Senator Frear. Has the Right Reverend Monsignor O'Grady re- 
turned from lunch yet? 

Is Mr. Albert Whitehouse here ? 

Is Mr. Thomas Waxter here ? 

Mr. Waxrter. Yes, sir. 

Senator Frear. Mr. Waxter, you are the National Association of 
Social Workers? 

Mr. Waxter. Yes, sir. 
Senator Frear. You may proceed, sir. 











STATEMENT OF THOMAS J. S. WAXTER, NATIONAL ASSOCIATION 
OF SOCIAL WORKERS 









Mr. Waxter. I am Thomas J. S. Waxter, a member of the com- 
mission on social policy and action of the Nation Association of Social 
Workers. I am also, Senator, the director of welfare for the State 
of Maryland, a neighbor of yours. 

Senator Frear. That is good, sir. Where are your offices here, sir? 

Mr. Waxter. The national association is in New York, but we have 
an office in Washington. 

Senator Frear. In Washington? 

Mr. Waxrer. Yes. We have an office in both places. We are a 
professional ee of social workers of about 25,000 people 
spread throughout the Nation, and we have members from each of 
the 48 States. We have just gotten through in the last week having 
a delegate conference in Chicago with all of the State ch: apters repre- 
sented, and gave a good deal ‘of time to this bill and to legislation 
like this. 

Senator Frear. I don’t want to keep you from your testimony, but 
just briefly what are the policies and what are the principles and ob- 

jectives of your association. 

Mr. Waxter. Well, our association is composed of, mainly, of the 
professional social worker, the man or woman who has a college 
degree, plus 2 years of profession: il training in schools of social work. 
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Senator Frear. Are these mostly State employees ? 

Mr. Waxrter. I would imagine that better than half of them, 
Senator, would be State employ ees. 

We would have many—most of the professional people in your 
Delaware department would be members of this association, and some 
of the people in the private agencies in Wilmington, the professional 
people in the private agencies would be. 

Senator Frear. Thank you. 

Mr. Waxter. We feel we have a special interest in this bill because 
our members come directly in contact with the unemployed person, 
pr — to a greater extent than any of the other professional groups. 

We feel, because of that, that we have a special interest and a special 
knowledge. 

I am not going to take the time, Senator, to read this paper, if it 
is all right w vith you. I will file it with you, but I would lke to make 
a few comments for the record. 

Senator Frear. You sure may, and the entire text will be made a 
part of the record. 

Mr. Waxvter. The thing we do want to say is that our testimony 
really about this bill is almost the same as Mr. Nelson Cruikshank and 
the AFL-CIO. But what we want to underscore as much as we can, 
is that even as we view the situation, in terms of unemployment, grow- 
ing out of the depression of the thirties, a screen, was set up in terms 
of unemployment compensation and under that screen, because the 
people of the States did not like the people who were receiving relief, 
for instances, I was on the board of the relief agency in Baltimore dur- 
ing the middle thirties, and we had 1 out of every 4 persons in Balti- 
more on relief in those days. It was a pretty acute and desperate 
situation, and out of that we had built this screen of unemployment 
compensation, and people like myself who work for welfare depart- 
ments are catching the people below in the general-assistance program 

So that whatever you do about unemployment compensation, it is 
of tremendous interest to us in our professional capac ity, because we 
take care of the people who come through this screening, and who 
are not eligible for any of the insurance programs, and we are finding, 
throughout the whole of our State, and this is true on the Eastern 
Shore, and in western Maryland, Southern Maryland, and in Balti- 
more City, that as people exhaust their unemployment compensation, 
we are not able to meet their need in our general-assistance program, 
that the Federal Government has set up a special relief or assistance 
program for the aged, for the disabled in the disabled program, for 
the dependent children and for the blind. But for the general per- 
son, for instance, for our farm labor and our water men, there is no 
program to catch them, because they are not covered by any program 
of unemployment compensation, and we do not have any program for 
the unemployed in Maryland. 

We have a highly selective program that is only operative in cer- 
tain parts of the State, and the general picture throughout the coun- 
try in the assistance and protection given to the unemployed who 
have exhausted unemployment compensation, is most unsatisfactory, 
and a pretty desperate one for people who are not covered in families. 

Now, in trying to underwrite this to say to you all in considering 
legislation like this, we would like you to consider 1 of 2 things, 1, 
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to have a general-assistance program in the same way you have it for 
the aged or the dependent children or the blind or the disabled on 
a matching basis with the 48 States in the Union to protect the people 
that drift through who are not now protected, nk secondly, if that 
is not desirable, if the Senate, if the ress, does not want that, al- 
though why they select the dependent child who is with the family 
where the father can’t wor k, and refuse to feed that kid if he is where 
a father who can work and is not entitled to any compensation any 

lace and doesn’t have any means of his own, we can’t see the reason 

or that distinction, or if that isn’t possible, it has been suggested, as 
a—it was suggested in the House in the hearings on this bill, ‘that they 
take the aid to dependent children bill which is a piece of legislation 
where the Federal Government and the State, the State of Mary land, 
for instance, jointly contribute to taking care of the needs of children 
under 18, who are in families or in a family within a certain degree 
of relationship to the child, where the need is called by the death of 
the father or his disability or his absence from the home. 

Senator Frear. Mr. Waxter, would you, in your first recommenda- 
tion there, consider the same benefits for this group of general unem- 
ployed people who don’t fit into the unemployment- compensation pic- 
ture, yet are not dependent children or those other Federal assistance 
programs, would you think that if a program were set up similar to 
the aid to dependent children, that it should be set up with Federal 
contributions but on an eligibility s vale and general supervision by 
the State welfare groups and not F ederal gr oups? 

Mr. Waxrer. Yes, sir. We would like to see it set up in the same 
way now that old-age assistance, for instance, is set up in Maryland or 
Pennsylvania, or Virginia, that there would be a grant-in-aid program. 

We would like to, first of all, we don’t like that type of program. We 
would rather have an insurance program but for the people who will 
always fall through these programs, no matter how tight you make 
them, we believe we should have a general-assistance program to pro- 
tect them the same way you have to protect the aged, the child, or 
blind, or disabled. 

We know, too, unless the Federal Government does make it a grant- 
in-aid program, that the States generally, not all of them, are going 
to pick it up. Only the rich industrial States would pick it up. 

We wouldn’t have such assistance in Maryland without the grant- 
in-aid program without the prodding that comes from the Federal 
Government and the financial aid, although Maryland is one of the 

richer States in the Union, we would never have picked it up ourselves. 

Involved in that is that Maryland is one of those States where the 
rural areas of our State speak with much more authority than Balti- 
more City, and the industrial areas, because of the way in which our 
constitutional votes in the Maryland Senate, for instance, the votes 
of the 9 counties on the Eastern Shore are the same as the votes of 
Baltimore, and Baltimore has 6 votes, and the 3 heaviest populated 
counties we have, have but 3 votes, which is but 9, with something over 
2,100,000 people, as against 300,000 people on the shore. 

So that you get involved on ’the local basis with a lot of considera- 
tions where we need the leadership from the Federal Government and 
need Federal funds if we are going to have a decent catchall program. 

Why, originally, there was not 
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Senator Frear. Not that I agree with your theory in the premise, 
but I know what you say. 

Mr. WAxTER. it is true. 

It is true in Maryland, and in a great many States. 

Senator Frear. Something similar in Delaw: are. 

Mr. Waxter. I didn’t dare say that. I know it. 

Either that or the suggestion that was made that intrigues us, we 
would like you to give very careful attention to, that if you took the 
aid to dependent children, that this grant-in-aid, to the family where 
the child is dependent because of one of these three things, either the 
father is dead, leaves the widow with the young children, or the 
father is incapacitated i in the home, or has gone, you know, left the 
home and gone. If you could take that cause of need out, and make 
it any dependent child regardless of the cause of need, if he is living 
with relatives, you would really have the same general-relief program 
for all unemployed people not covered by your insurance program. 

Senator Frear. I agree with what you say, but I just can’t agree 
with a hunderd percent coverage in any like that because they can 
manufacture those things, not that you desire it or not that I desire 
it, but people are now using, and we have hundreds of cases of them 
in Delaware, where rather than go back to work, they will find some 
excuse from going back to work, so they can draw unemployment 
compensation. 

The same is true to aid to dependent children. I recognize it is a 
tremendous problem to do good for those we want to do good to and 
forget. some of those that don’t deserve it. I recognize in a program 
to administer like that it would be difficult to administer. 

But there are certain people, and I think, I know, we have cases, 
and I expect you do in Maryland, who definitely put themselves in 
the category that they can draw compensation sufficient for existence 
without “working. 

Mr. Waxter. I think we, I know we have. I run the Maryland 
program, and I know we have a scattering of cases of people who 
will do everything in the world to get money that they are really 
not entitled to. 

But, Senator, those cases—now I can’t speak for Delaware—but 
those cases generally throughout the country are the rare cases rather 
than. the general run, and “it is always terribly unfair to penalize a 
great group of people, the over whelming majority of people, because 
every now and again you get involved ‘with au particular individual 
that you just can trust. 

Gucienlte that program, that ADC program which is the most 
difficult program we have because involving problems of immorality 
and legitimacy and so forth, basically it is the best program we 
have in protecting those children. Without it we would be in a 
frightful way if those children didn’t have some basic protection, 
and what we are pleading for, is that it be opened up to take the 
unemployed who are not covered. 

What you are saying is these programs should be well admin- 
istered, and they certainly should. You know they ought to be ad- 
ministered in accordance with certain administrative practices that 
are going to protect. not only the individual involved, but the tax- 
payer. 
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But without it, we really don’t have protection for large groups 


of our people throughout the country, and while we are appearing 


here today primarily because insurance is infinitely better, a needs 
test is a degrading thing. 

Senator Frear. Of course we are re: lly only on testimony of H. R. 
12065 

Mr. Waxter. I know it, but we are using this as a platform to get 
in something that we believe is good, too. 

Senator Frear. Of course, that is the leniency of the presiding 
officer. 

Mr. Waxter. You are the presiding officer. 

Senator Frear. Yes. 

Mr. Waxter. We have no special or technical evidence to give 
about the bill that is immediately before you. 

Senator Frrar. Yes. 

Mr. Waxrer. But we really are using it—— 

Senator Frear. You just don’t think H. R. 12065 does that which 
you think should be done. 

Mr. Waxter. That is right. We think that really the States now 
have the authority almost to do that. 

Senator Frear. Yes. 

Mr. Waxrer. I don’t know whether we wouldn’t take it if we 
couldn’t get anything else, but that is another problem. 

Thank you very much. 

Senator Frear. Yes, I am sure, Mr. Waxter. 

It is nice to have this chat with you. 

(‘The statement in full is as follows: ) 


STATEMENT BY THOMAS J. S. WAXTER FOR THE NATIONAL ASSOCIATION OF SOCIAL 
WorKERS ON UNEMPLOYMENT COMPENSATION LEGISLATION 


Mr. Chairman and members of the committee, I am Thomas J. S. Waxter, 
member of the commission on social policy and action of the National Association 
of Social Workers. This association is a professional group composed of social 
workers employed in governmental and voluntary agencies throughout the 
United States. Since more of our members come directly in contact with un- 
employed persons than any other professional group, we have a deep interest 
in measures that seek to alleviate lack of income because of unemployment. 

This last Saturday, May 10, our association concluded its biennial delegate 
assembly in Chicago at which we adopted a resolution addressed to the impor- 
tance of extending and strengthening various income maintenance programs. 
Two of the resolves in this resolution read as follows: 

‘Be it therefore 

“Resolved, That unemployment compensation, as the first defense against 
loss of income through unemployment, be extended throughout the Nation to 
cover all wage earners, and the amounts and period of benefits be increased to 
a level more commensurate with the cost of living, and with less restrictive 
eligibility and disqualification provisions, and that this be done as a matter of 
permanent policy so as to avoid the necessity of short term expediencies to deal 
with existing emergencies, which may weaken rather than strengthen basic 
program; and be it further 

“Resolved, That because the unemployment insurance program cannot cover 
the entire population at risk, nor provide for individual emergencies and special 
situations, there be Federal matching of State funds on a permanent basis to 
encourage and maintain an adequate program of general assistance in all parts 
of the country * * *,” 

In adopting these resolutions, we recognized that considerable time may pass 
before the intent of whatever legislation is enacted by the Congress becomes 
translated into operating practices and distribution of funds in the 48 separate 
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State jurisdictions. We therefore set forth a third resolve which reads as 
follows: 

“Be it further 

“Resolved, That in the light of present widespread needs of people, emergency 
legislation be enacted which would extend the benefit period for the covered 
unemployed and provide benefits to the uncovered unemployed through Federal 
grants through State unemployment compensation systems.” 

I think it is fair to say that the third resolve dealing with emergency pro- 
visions is a makeshift we could well do without if legislation were enacted 
promptly which would improve and extend our unemployment compensation 
system. 


DESIRABILITY OF FEDERAL STANDARDS FOR UNEMPLOYMENT COMPENSATION 


Consequently, we advocate favorable consideration of measures like 8S. 3244, 
which is before this committee, because it seeks to make the unemployment 
compensation program practically inclusive of all wage earners, sets up a stand- 
ard of benefits more realistic in relation to today’s earnings, and sets forth a 
total standard duration period of 39 weeks. We are pleased to note that this 
bill, which has the support of Senator Douglas of this committee, seems to have 
a substantial degree of bipartisan support. Had, over the years since the un- 
employment compensation system was enacted, an effort been made to improve 
and extend it as we have consistently improved and extended the Old Age and 
Survivors and Disability Insurance Act in relation to need, we would not be up 
against the pressent demand for hurriedly patching together a system to get 
some money into the pockets of people whose unemployment compensation 


benefits have been exhausted. 
H. R. 12065 AN INADEQUATE MEASURE 


H. R. 12065, which passed the House, has so many inadequacies—such as, the 
lack of mandatory provisions, the limited basis upon which the benefit period is 
extended, and the legal or even constitutional complications around loan or 
restoration of funds procedures—that it is questionable as to wether it would 
have any significance except as essentially a gesture toward the unemployed. 
It is our sincere judgment that legislation which sets up Federal standards, is 


mandatory and enables the more hard-hit States to receive temporary supple- 
mentation, constitutes the sort of approach that ought to be taken at this time. 


THE NEED FOR FEDERAL MATCHING FUNDS FOR GENERAL ASSISTANCE 


Use of the public-assistance program through the general assistance provisions 
where it exists has been advocated as one method to meet the needs of the 
uncovered unemployed as well as the covered unemployed whose benefits have 
been exhausted. We would like to note that in a number of States general 
assistance is financed exclusively by the localities, while in a number of other 
States the localities share substantial responsibility for the cost with the State. 
We cannot conceive that these localities and States are ready and willing or if 
they are, possess the resources without substantial Federal leadership and funds 
to provide adequately for these people who will not be helped by an emergency 
extension of Federal unemployment compensation benefits. Then, of course, in a 
number of States, particularly in the South and many parts of the Midwest, no 
program of general assistance exists at all except for individuals so disabled 
that they are really not part of the labor force and yet not sufficiently disabled 
to be classified as totally or permanently disabled, and therefore not eligible for 
the category of the permanently and totally disabled. In the urban areas where 
unemployment has struck hard, the resources of yoluntary agencies are com- 
pletely inadequate to cope with the needs of the unemployed, while in many 
smaller communities there are no voluntary agencies at all. 

As a matter of policy, our association holds the firm conviction that we do 
not want to see our public-assistance program used to meet the needs of people 
whose primary problem is unemployment. We would hold that the unemploy- 
ment compensation system should be modified so as to provide the finest possible 
screen so that a minimum number of people will fall through its meshes. To 
assist this hopefully limited group, we do hold, however, that the Federal Gov- 
ernment has a responsibility to provide Federal matching funds for public as- 
sistance to the States to assist these persons in need. These are the unem- 
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ployed with large families for whom benefits are necessarily inadequate or with 
heavy costs of sickness who, because of these and other special social problems, 
require supplementation of benefits and services. In the relatively small number 
of cases we anticipate will present these needs, we would, of course, consider it 
appropriate that they meet whatever test of eligibility the States may establish 
in accordance with Federal rules and regulations. Residence requirements, 
however, should not be imposed so as to avoid penalizing those of these families 
who may have moved about in search of better job opportunities. 








AMENDMENT OF TITLE IV, GRANTS TO THE STATES FOR AID TO DEPENDENT CHILDREN 


The suggestion was also made that a possible method for meeting the special 
social problems of those unemployed—for whom the best unemployment compen- 
sation system is still inadequate—would be to amend title IV, grants to the 
States for aid to dependent children, of the Social Security Act to provide assist- 
ance to all needy children living with any relative, thus striking the present 
provision to restrict aid to dependent children to those children who have been 
deprived of parental support or care by reason of death, continued absence from 
home, or physical or mental incapacity of the parent. We believe this is a de- 
sirable and valuable suggestion in meeting the growing needs of the unemployed 
and should, in our opinion, receive favorable consideration on its own merits. 


THE DESIRABILITY OF A COMPREHENSIVE PUBLIC WELFARE PROGRAM 


We believe the most comprehensive approach to the needs of those unemployed 
who require public assistance and to children is represented in H. R. 7831, the 
Forand comprehensive public welfare bill, which provides an optional alternative 
to titles I, IV, V, X, and XIV of the Social Security Act through an additional 
title. 

This bill, which permits States to maintain the status quo or adopt the new 
title, would through this new title present the possibility of creating a unified 
public welfare program in which comprehensive grants would be made to the 
States and provide assistance for all types of economic need through a broad, 
statewide program of welfare services including child welfare and other special- 
ized social services. It also permits assistance to be given to any otherwise 
eligible person actually residing permanently or temporarily in the State. We 
note with interest that this type of flexible residence provision is made in a 
number of other bills pending before the Senate whose purposes, however, are 
different in general from the Forand bill. 


THE IMPORTANCE OF CONSTRUCTIVE MEASURES 


Any of these measures, whether S. 3244 or H. R. 12065, or suggestions with 
respect to a Federal program for general assistance or a more comprehensive 
approach to an integrated public welfare system, will require legislative action 
by the States. It is reasonable therefore to ask why the propositions to be laid 
before the States should not be those measures which would take a constructive, 
long-range approach to the needs of the unemployed. In all instances, Federal 
funds would be required to move these measures ahead. The unique advantage 
of S. 3244 lies in the fact that the application of Federal funds would be such as 
to induce correction of inequities and improve methods for helping the unem- 
ployed ; while in the instance of H. R. 12065, needed corrections and adjustments 
are postponed with the hope, perhaps, that the recession will fade away and 
the demand for fundamental corrections subside. This is the sort of expediency 
that should be avoided in this important area of economic security. 


UNEMPLOYMENT IS WIDESPREAD AND FEDERAL LEADERSHIP REQUIRED 


The primary argument against taking some significant strides in improving 
our unemployment compensation system and backstopping that by a system of 
Federal funds for public assistance is that unemployment is considered spotty. 
This is a term that we find a little difficult to understand. Our experience indi- 
cates that there is a deep concern about unemployment in many parts of the 
country. We find this expressed from our chapters located in the Northeast, 
the Midwest, Northwest, and Southwest. When nationally, 7.5 percent of our 
labor force is unemployed, and in many sections of our country 10 to 15 percent 
of the labor force is out of work, we would hold that a national problem exists 
or, phrasing it another way, we would hold that conditions that are bad for 
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people in even some parts of the country are bad for the country as a whole— 
that the unemployed have a right to look to the Government and to the Congress 
for some significant measures which would assist them. 

In a sense, the argument which denies the necessity for Federal leadership 
at this juncture seems to imply that the Full Employment Act of 1946, which 
charges the Government with promoting maximum employment, production and 
purchasing power, is not applicable to the worst recession we have had since the 
depression of the 1930’s. The argument that measures to improve our devices 
for assisting the unemployed by establishing Federal standards is not a matter 
of national concern seems also to be completely inconsistent with the concepts 
of the Social Security Act which from the beginning sought to assure economic 
equity throughout the country with respect to the needs of people. 


CONCLUSION 


It is argued that a certain amount of unemployment is good for the economy 
since the economy needs a labor reserve. We are not prepared to debate the 
merits of this thesis, but we would hold that if people are put to pasture by 
forces beyond their control, there ought to be some nutritional feed in the 
pasture. 

We appreciate this opportunity to present our concerns to the Senate Finance 
Committee, and want to restate our advocacy of measures like 8S. 3244 as well 
as measures which would supplement our unemployment compensation system 
by providing Federal funds on an assistance basis to those individuals whose 
special social needs will not be fully met by unemployment compensation. 


Senator Frear. Now, Monsignor O’Grady, I am sorry we passed 
over you, but if it is convenient, will you come forward now / 


STATEMENT OF RIGHT REV. MSGR. JOHN O’GRADY, NATIONAL 
CONFERENCE OF CATHOLIC CHARITIES 


Reverend O’Grapy. I am glad to have the opportunity of appear- 
ing before the committee to give my impressions on and convictions in 
regard to H. R. 12065, and your subsequent other legislation in regard 
to ‘unemployment compensation. 

I have been more or less identified with this program since the be- 
ginning. I participated in all the early discussions of it, I am inter- 
ested in discussing some of the fundamental concepts as they have 
been discussed in part here this morning. 

I can very well remember that we used to talk about a benefit that 
would keep the members of the industrial army in proper condition 
during certain periods of unemployment. We have thought in terms 
of 26 weeks and we thought it might be extended to 39 during periods 
of serious unemployment. 

We were asking ourselves constantly who are the members of the 
industrial army. 

In those days we used to distinguish between the casuals and those 
who had a regular place in the industrial army. In our early dis- 
cussions we used to think in terms of about 20 weeks work. 

A number of the most influential of the early groups interested 
in unemployment compensation were influenced by what was known 
as merit rating. They believed that employers would be greatly 
influenced by tax considerations in establishing their employment. 
This has been responsible for most of the serious problems in un- 
employment compensation. In addition to weeks of work another 
concept entered early into the consideration of membership of the 
industrial army and this was the earnings during the weeks of em- 
oloyment. This has been responsible for the including of large num- 

rs of low-paid workers. 
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As we look at the earnings requirements in a number of States we 
find that in Nebraska a worker must have earned a minimum of $400 
in the preceding year to be admitted to the system. 

In North Carolina he must have earned $500, in California $600, 
and in Illinois $600. 

The question of number of workers employed has been another im- 
portant consideration in determining the inclusion of employees in 
the system. In the beginning it was generally accepted that it should 
include employers of eight or more. Now there is a general belief 
it should include employers of 1 or more. 

My feeling is that it ought to be, to reach down to, people employ- 
ing one or more, and we have to think then who should be ine luded in 
the States, and, of course, I would raise the question also of agricul- 
tural workers. 

I am very much interested, naturally, in the agricultural workers. 
I followed them for several years, and I think that there are many 
places, like California, where they are virtually engaged in industrial 
work. 

The great majority of those who pioneered in the unemployment 
compensation program thought about it in terms of social insurance. 
It was a form of social protection against a serious hazard, to which 
every worker was exposed. It was to provide a benefit based on right 
to which every worker was entitled. It should be supported by a tax 
spread out over the entire industrial system. There was a general 
feeling that it would be based, to a considerable degree, on our experi- 
ence in workmen’s compensation. Just as the concept of individual 
negligence was eliminated in workmen’s compensation, so also 
would be eliminated in unemployment compensation. The failure 
to eliminate or greatly extenuate the concept of individual responsi- 
bility, has been one of our greatest if not the greatest disappointment 
in unemployment compensation. 

What we have virtually done is to invite the employer to enter a 
protest against every claim in unemployment compensation. We 
have virtually built up a new profession whose members are devoting 
themselves to helping employers to free themselves from the payment 
of employment-compensation claims. I have seen the ev idence of 
this in my visit to a large employment office in Chicago last week. 
Here was a large milling mass of workers whose members were a 
satisfaction in regard to compensation claims; many had filed claims 
in February and had not yet secured any benefit. To my queries the 
members of the staff replied, “You know how complex this system 
really is and it is becoming more and more complex each year, but 
State legislation has been adding new disqualifications year by year.” 

Our whole unemployment compensation must have a major over- 
hauling if it is to meet the needs of workers during the depression. 
The bill as it passed the House is entirely inadequate to meet 
the current emergencies. The need for simple national standards 
is clear beyond a doubt. The worker needs minimum payments in 
order to meet his daily needs. He needs minimum payments for 30 
more weeks. The concept of neglect or individual responsibility 
should be eliminated as far as possible. A public defender should 
be provided for the worker to insure that his claim is promptly 
adjusted. Now, he has to meet the employer and his technicians 
with virtually no assistance. 
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As an alternative for an adequate program of unemployment com- 
pensation, I see looming up on the horizon a system of mass relief 
based on a needs test. Nothing could be more demoralizing for 
the American people. It would give us a welfare state at its worst. 
It is very strange that our large business organizations seem to prefer 
such a system to an adequate program of unemployment compensa- 
tion. They talk about adequate unemployment compensation as 
socialistic. They forget that their agents who are promoting more 
relief want socialism at its worst. They want a form of socialism 
that reaches every family and every child in the country. They 
want a welfare state that will virtually make an end of all dynamic 


voluntary social work. They want a welfare system based on purely 
materialistic concepts. 
(The statement in full is as follows:) 


STATEMENT OF Rt. Rey. Mser. JOHN O'GRADY, SECRETARY, NATIONAL CONFERENCE 
OF CATHOLIC CHARITIES 


I have requested an opportunity to appear before the Senate Finance Com- 
mittee on H. R. 12065 and other proposals for urgently needed improvements 
in our unemployment-compensation laws. I appreciate this opportunity all 
the more because of my participation in the original discussions leading to the 
adoption of the system, and my association with it through the intervening 
years. I feel that my best contribution to the thinking of the committee at 
this particular tinre would be to emphasize some of the basic principles that 
the original framers of the system had in mind. One broad principle that 
was always emphasized was that this system of unemployment compensation 
was designed to keep the members of the industrial army in proper condition 
during periods of temporary unemployment. This naturally led to considerable 
discussion of what constituted membership in the industrial army. The gen- 
eral consensus was that all those who earned a large part of their income from 
employment should be included in the system. It was felt that they needed 
this sort of protection during periods of interruption in their employment. 

In all the early discussions of unemployment compensation, it was generally 
agreed that this was a social insurance system, that since certain ups and 
downs in the business cycle were inevitable in our modern system of industrial 
production, unemployment was something that was incidental to modern indus- 
trialism, and that the workers needed a broad form of social protection against 
it. Unemployment, therefore, was not something that was the fault of the 
individual. We have been through somewhat the same thing in workmen’s com- 
pensation legislation in the early years of American industrialism. Industrial 
accidents were supposed to be governed by common-law principles. The appli- 
cation of common-law principles assumed that in every case of industrial 
accidents there should be a discussion, frequently long and drawn out, of how 
far the worker was at fault, and how far the employer was at fault. With 
the adoption of workmen’s compensation legislation the States, by and large, 
departed from these ideas of individual responsibility. They came to regard 
industrial accidents as something incidental to industrial production and ac- 
cepted the idea that all workers should be given definite minimum protection 
against accidents, usually through insurance. 

Those who helped to write our system of unemployment compensation had the 
same principles in mind. It was assumed that by the payment of a certain 
amount each year, the employers could proteet themselves against the hazards of 
unemployment and that it was to be no longer a question of the responsibility of 
each individual worker and of each individual employer. When we compare the 
principles that guided us in the original program with the discussions that are 
taking place before our congressional committees and in the various States at 
the present time, we find ourselves in a very strange position. Many people, in- 
cluding the experts that have grown up in the meantime, and those associated 
with the administration of unemployment compensation in the States, are bit- 
terly denouncing any effort to depart from the system as it exists. They are 
pointing to the fact that this is truly an insurance program and that every effort 
made to change it represents an effort to substitute a dole for an insurance 
system. When we compare what the advocates of the status quo are pointing 
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to, with what is actually happening in the administration of the laws in the var- 
ious States, we find ourselves in a very odd position. Within the past 2 months 
I have been endeavoring to find out by firsthand observation what is really 
happening in a number of the States. My most recent experience is based on 
many hours of observation in one large employment office on the West Side 
of Chicago. This experience reminded me a good deal of what I had seen in 
the employment offices of Massachusetts and North Carolina after the laws 
first went into effect in 1937. Naturally I looked for a certain amount of chaos 
during the first weeks. The people in charge had to be indoctrinated. They were 
charged with the operation of highly complex machinery, but I do not believe 
that what I saw during the first weeks and months of the administration would 
compare with the confusion that I witnessed in this West Side office in Chicago 
a few days ago. 

After I had been in the lines for several hours, I talked with some of the more 
experienced staff members and they said to me, “You know something about the 
system. You know what has been going on in our legislature during the past 20 
years. Every year the legislature has adopted new disqualifications. This, as 
you will understand, makes the administration much more complex even for 
those who are experienced in its administration. You complain about the delay 
in receiving benefits. Now it is quite possible that some of the records have 
been lost or misplaced. We have many inexperienced workers in this office. 
Then think of the consequences of having employers, as a matter of routine, 
question the right of their employees to have benefits. This is what comes from 
our elaborate system of merit rating. We have to keep an individual account 
for every employer, and each employer wants his taxes cut to the minimum. The 
employer states that it is not his fault that some man is out of work. Maybe the 
man has left the city and is no longer available for suitable work, or maybe he 
has quit his job without good cause through no fault.of the employer. 

“Do you know,” asked some of my informants, “how much a worker must 
have earned in his benefit year before he qualifies under this system? He must 
have earned at least $600. This disqualifies a very sizable number of the low- 
paid wage-earning group.” When I asked one of my informants why it was that 
people in the State were not alert to what was really happening to unemploy- 
ment compensation, he told me that the story went something like this. The 
legislature makes a slight increase in the benefits or in duration, but invariably 
it adds new disqualifications. This is the history of unemployment compensa- 
tion in Illinois, and I am afraid that the.same would be true, possibly to a 
greater degree, in Ohio. It would be true also in Michigan. 

One may wonder, therefore, what the defenders of the present system, as it 
is being administered in the States, really want. What do the advocates of 
Status quo in the system really want? Do they want to make the conditions 
for admission to the system so high that it will be difficult for a very large num- 
ber of workers to qualify? Do they want something that gives the worker a 
minimum amount of protection? Do they want to admit to the system the 
ordinary worker who has been employed for, let us say, 20 weeks in the past year; 
or do they want to make it doubly hard for him by prescribing not only a certain 
period of employment but also the amount of his earnings? 

They keep telling us that they want to protect the character of the system 
as a form of insurance. But when one studies the varied conditions for admis- 
sion to the system and the growing number of disqualifications in the States, 
ene gets the impression that instead of an insurance system, they are more 
and more building up a system that varies with the individual worker and the 
individual employer. This is not what the promoters of the system originally 
had in mind. 

We might now take a look at what H. R. 12065 would contribute in the way 
of necessary improvements that will make the program serve the needs of the 
worker most effectively. As I understand it, it will be left up to the governors 
of the States to decide on its adoption. The chances are that a very consider- 
able number of governors will not put it into effect without calling sessions 
of their legislatures. This will lead to a battle between the forces that want to 
maintain the present program with all its limitations and all its discriminations, 
and those who want the necessary changes. Some legislatures may not want 
to do anything about it. 

Let us suppose for a moment that the bill is accepted by the governors and 
the legislatures of the States. What will this mean? In Arizona it will mean 
an additional 21%4 weeks of benefits; it will mean an additional 24% weeks in 
Delaware, Iowa, Kansas, and Louisiana; and 14% weeks in Mississippi. These: 
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are just examples of what will happen. Then it will be administered with 
the same rigid standards for admission. For instance, in California the worker 
must have earned $600 during his benefit year; in Minnesota, $520; in North 
Carolina, $500. This of course serves to eliminate a great many workers from 
the system. 

I am sure that the Congress does not want to see the program that has been 
regarded as an essential part of social security for the American worker virtu- 
ally destroyed. If the Congress wants to adhere to the original objectives 
which it had in mind when the program was adopted, it will certainly have 
to take a new look at it. Now is the time to take such a look. It is very diffi- 
cult for the Federal Government to keep up-to-date in regard to what is hap- 
pening in the States. It does not have the necessary staff and there is going 
to be a great deal of resistance on the part of the States to making the changes 
that are so urgently needed. 

I believe that the Kennedy bill, which is now before the Senate, offers the best 
way out of this very difficult situation which has grown out of the administration 
of unemployment compensation. This bill would call for an immediate facing up 
to the basic limitations of the present unemployment compensation program, It 
would eall for the payment of benefits for 39 weeks in the benefit year. It would 
call for temporary increases in benefits until July 1, 1959, after which time the 
States would be required to pay the entire benefits in order to profit by the tax 
offset. The bill would also call for changes in many of the basic disqualifications 
in the present laws. It would call for very substantial changes in conditions for 
admission to the system. It would therefore help greatly in returning unemploy- 
ment compensation to its original objectives. 

I believe that an up-to-date system of unemployment compensation is becoming 
more and more necessary. From what I can gather from my trips around the 
country, from my contacts with the different States, I believe that the number 
of persons who have exhausted their claims will increase during the next 2 or 3 
months. I do not want to see millions of our people compelled to apply for wel- 
fare assistance. I do not want to see a mass relief program in the United States. 
There are other remedies that are more in harmony with the dignity of the 
human being. I can conceive of nothing more demoralizing for the American 
public than mass relief. We must find substitutes for it and our first line should 
* be a system of unemployment compensation that is more in harmony with our 
original objectives in this field. I know that this alone will not be sufficient. 
We also need a flexible works program that can be gotten underway without too 
much preparation and can provide useful and constructive employment for the 
unemployed American worker. We need to proceed boldly and courageously 
in meeting the recession. I know that steps are already being taken to provide 
work opportunities, but we are not proceeding wjth the speed and determina- 
tion that is so necessary to prevent our economy from slipping past the danger 
point. 


Senator Frear. Thank you, Mr. Monsignor. 
Mr. Albert Whitehouse ? 


STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR, INDUSTRIAL 
UNION DEPARTMENT, AFI-CIO, ACCOMPANIED BY LEONARD 
LESSER, DIRECTOR, SOCIAL SECURITY SECTION 


Mr. Wuirenovse. Mr. Chairman, I have Mr. Leonard Lesser, di- 
rector of our social security section, to help me with any technical 
questions that may be asked. 

Senator Frear. We are glad to have you with us. 

Mr. Wuirenovuse. My name is Albert Whitehouse. I am director of 
the industrial union department of AFL-CIO. 

This department has affiliated with it 70 AFL-CIO unions and 
speaks for a membership of 7 million industrial workers. 

The industrial union department has a deep interest in the problem 
of unemployment compensation. Industrial workers have been harder 
hit than any other group of our citizens by the current recession. 





Re ERE N 


‘ 
' 


ae eat? 


LEON AT SEN INET TG NAGI a Fp 


1 agar aay me NN 


442 _UNEMPLOYMENT COMPENSATION 


Last month manufacturing employment dropped by 270,000. Total 
manufacturing employment is down 1,700,000 from last year. This 
decline is especially serious since most of our durable goods industries 
and many of our important manufacturing centers are hard hit. 

Some people have made much of the small decline in the number 
of unemployed reported last month, and they are using this in an effort. 
to prove that the recession is over. Nothing could be ‘further from the 
truth. Seasonally adjusted, unemployment rose to the highest point 
yet—7.5 percent of the total labor force. 

I refer those seeking comfort from the recent figures on unemploy- 
ment to the New York Journal of Commerce of May 12. This issue 
carried an article headlined : “Job Situation Worsened in April.” I 
quote from that article: 

Asa result of apparent improvement in both the employment and unemployment 
situations during April, the public has been led to believe that the business 
recession is showing signs of bottoming out. 

The unfortunate truth of the matter, however, is that both the employment 
and unemployment situations worsened during April. The small increase in 
employment and the small decrease in unemployment were much less than the 
customary seasonal expectation. 

This sums up the situation as it really is. Taken as a whole, the 
Nation has more than 6 percent of its labor force unemployed. This 
standard is used by the Federal Government in determining distressed 
labor areas. This is no localized situation, although some States are 
worse off than others. 

The blunt fact is that some 30 States are reporting joblessness in 
excess of 6 percent. 

This is an emergency situation, crying aloud for action. Already, 
some 700,000 workers have exhausted jobless benefits and many more 
thousands are on the verge of doing so. 

In April the number of workers unemployed for 15 weeks or more 
increased by 450,000 to a total of 1.9 million. If there has been some 
small decline in the number of those drawing unemployment com- 
pensation benefits, it is not because of any change for the better in the 
Jobless situation but because so many have exhausted their benefits. 

I speak here as one who knows firsthand the fearful results of 
unemployment. I was a steelworker for more than two decades. 
During the thirties, I was laid off and went long months without a 
job or income. I am not going to recite to you the bitterness and 
alienation of the jobless wor ‘ker when he feels that he has been deserted 
by society. But there is nothing worse than payless paydays and I, 
for one, want no repetition of ‘this horror for even one American 
worker jobless through no fault of his own. 

More and more, American workers are experiencing the bitter bread 
of the payless payday. These workers have exhausted jobless benefits 
and slim savings. The c ity of New York once again is reporting fast- 
rising relief loads, and it is far from alone in this situation. 

We have already had reports of jobless workers losing their homes 
and taking to the road in search of employment elsewhere. These 
workers have exhausted jobless benefits. They are on the move because 
they cannot keep up home payments and because they see no hope of 
improvement in their local situations. Like other virulent diseases, 
joblessness knows no State boundaries. It demands a national solu- 
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tion, as does the problem of extension and improvement of jobless 
benefits. 

Nor are things getting better, despite administration and big busi- 
ness whistling in the dark. The National Bureau of Economic Re- 
search only the other day announced that most economic indicators 
are still pointing downward. To take a 1-point rise in the output 
of steel and translate that into a boom is to make a mockery of the 
plight of jobless steelworkers. 

From the start of this recession, at least one-third of the jobless 
have been without income because they have not been able to qualify 
for benefits under State law. Now, hundreds of thousands of other 
jobless workers are also without income because they have exhausted 

enefits, and within the near future this number will rise sharply. 

Emergency legislation is required without delay. Hundreds of 
thousands of jobless workers who have already exhausted or are 
exhausting benefits will soon be forced upon the relief rolls of over- 
burdened communities, or will go hungry, unless Congress acts. 

The bill already passed in the House of Representatives 
H. R. 12065—is not emergency legislation and is entirely inadequate. 
This bill is far different from even the original administration pro- 
posal, although President Eisenhower now appears happy to claim 
affinity with it. 

Under the terms of the House bill, no State, unless it so desires, 
need extend benefits, even to presently insured workers who have 
exhausted benefits. Your committee has already been informed by 
all but a few governors that action by the State legislatures will be 
required before benefits can be extended even in the meager degree 
provided in the House bill. 

All of us know what this means, and it would be silly to pretend 
otherwise. In many States, there will be no action at all. In others, 
action will not come for many months, if at all. If State action were 
the solution, we would not be in this situation, since the problem has 
been before the States for years, and they have had every opportunity, 
and in all but a few States the money, to improve their unemploy- 
ment-compensation laws. 

The history of the past several years and of the recession up to 
now proves the futility of such an approach. 

President Eisenhower has appealed to the States for action 
throughout his term, but these appeals have been in vain in almost 
all cases 

The reason that the States have failed to act is clear. Increased 
benefits under State unemployment-compensation laws will require 
increased contributions from employers covered by such laws. 

State legislatures will not act to raise taxes on employers uniess 
competing States do the same. In the race to attract industry, the 
incentive is to establish tax advantage to employers. To expect the 
States to act now is to expect the impossible. 

H. R. 12065 is a cruel sham on the jobless. It offers only a mirage 
of hope to working people who properly look to their Government 
for desperately needed assistance. Its passage will do little more than 
salt the wounds of those hurt most by the recession. 

There is an urgent need to provide additional benefits to jobless 
workers who have exhausted them, and there is an equally urgent 
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need to provide them to the unemployed who have been denied benefits 
because of eligibility requirements. 

This will require Federal funds and Federal legislation, because 
there is no other road open. 

This committee and the Senate have recognized that this is the 
proper approach in an emergency situation. 

In 1945, S. 1274 was approved by this committee and passed by the 
Senate. It authorized the grant of Federal funds to the State to 
provide extended benefits to persons who had exhausted their benefits 
under State laws. 

The fact that some States have large reserves is cold comfort to 
the unemployed who have no way of getting additional benefits be- 

cause their States will not move. The unemployed cannot be blamed 
if they are growing impatient, or if they fail to understand all the 
niceties of some particular State-Federal relationship. 

Those who ask why their States should be concerned because job- 
lessness is not yet a major problem there would be well advised to re- 
member that this disease cannot be quarantined. 

Furthermore, since when is American interest so narrow that the 
employed citizen in one State or part of our country is unconcerned 
with the plight of the unemployed citizen in another State? 

Let it be pointed out that we are concerned here with a human 
problem. We will be judged by the whole world by the way we 
handle it. It may cost us dearly, indeed, if our enemies are able to 
point out that we have treated the problem of our jobless workers 

sallously or lightly. 

Before the present recession, we were assured that the built-in 
stabilizers within our economy would help greatly in preventing a 
serious downturn. 

Unemployment insurance was to be our No. 1 stabilizer. That 
stabilizer has already been tested and found wanting. The Depart- 
ment of Commerce has just released figures showing that our gross 
national product now is $18 billion below last year. "This i is a serious 
downturn, which may well become worse if we ignore the problems 
that have come with it. 

Today, the average unemployment benefit is less than $30 a week. 
President Eisenhow er, as far back as 1957, declared in a message to 
Congress, that “benefits are still inadequate in relation to wages” ; 
that the “duration of benefits is inadequate in many States”; and that 
fener ae improvements” are needed. 

I could not agree more wholeheartedly. Unfortunately, the Presi- 
dent has not seen fit to press a program which will achieve the very 
improvements that he feels are needed. 

Our standards of unemploy ment compensation are geared to condi- 
tions of two decades ago. There have been great “changes in the 
Nation and the world since that time, but, unfortunately, State unem- 
ployment-compensation laws have not kept pace. 

Since 1939, when benefits first became payable under State laws, the 
maximum benefit amounts have declined in relation to ine average 
wage levels in all States. Since 1951, they have declined in 25 States. 

Emergency legisl: ation, while nec essary to relieve the plight of the 
present unemployed, is not enough. Such legislation, in the first 
place, would assume that the present emergency will soon be over. 
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There is no proof that this is so—although all of us hope that such 
will be the case. 

Legislation limited to the present situation alone presupposes that 
there will be no more downward swings in our economy. Yet, only 
the other day, Mr. William A. McDonnell, new president of the I Tnited 
States Chamber of Commerce, described the current recession as “one 
of these cyclical downward swings which are normal in a free-enter- 
prise system.” 

It would be foolhardy, then, not to prepare now for future emer- 
gency. If the emergency never comes, we will simply be ahead of 
the game. 

The obvious w ay to obtain adequate and reasonably equal treatment 
for all of our citizens is through the enactment of Federal standards 
which will assure that State laws will be prepared to do the job for 
which they were intended. 

In this way the Congress will avoid future pleas for Federal action. 
The idea of Federal standards is neither new nor radical. The pres- 
ent Federal law establishes such standards to govern the financing of 
the program and methods of administration. 

In the light of today’s economy these standards should provide bene- 
fits equal to at least half of the average wage in each State—thus al- 
lowing for local conditions but providing an equal degree of protection 
for all citizens. They should also provide a benefit “duration at least 
half again as long as that provided now in our industrial States. 

They should extend cover age to all establishments employing one or 
more persons so that we shall never again see a third of our jobless 
forced to go without benefits at a time when jobs are virtually impos- 
sible to find. 

These things can be provided only if the Congress adopts minimum 
standards mandatory upon all the States. As a practical matter, en- 
actment of such a Federal law will require no further Federal money, 
other than for present emergency needs. It will not require payroll 
taxes upon employers higher than the maximum already set in the 
Federal code. Nor will it result in a uniform tax rate on employers 
in all States. 

To the extent that unemployment is low, the average tax rate in such 
State will be lower. It will only assure that a State cannot keep its 
tax rate low by keeping its benefits at substandard levels. It will only 
destroy the competitive advantages based upon human exploitation. 

For these reasons, and because of the many more reasons contained 
in the testimony already presented here by the AFL-CIO itself, we 
urge passage of legislation that will meet. both the emergency and 
long-term needs of the Nation in this field. 

Such legislation is already before your committee in S. 3224, intro- 
duced by ‘Senator Kennedy. This bill fully deserves your approval. 

I urge that you report it out with favorable recommendation. 

Thank you, gentlemen. 

Benator Frear. I have just 1 or 2 questions, Mr. Whitehouse. 

I did not notice in your testimony that you said anything about 
the bill that is before us, H. R. 12065. What is the position as you 
see it, of your organization, on H. R. 12065 ? 

Mr. Wutrenouse. I did say that I thought it was wholly inade- 
quate, and we were not—— 
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Senator Frear. In other words, you do not approve of it? 

Mr. Wurrenovuse. Yes, sir; at the top of page 3, we say H. R, 
12065 is a cruel sham on the jobless. 

Senator Frear. I assume that is indirectly saying you do not ap- 
prove of the bill. 

Mr. Wutrenovuse. No; we do not. We are heartily in favor of 
the Kennedy bill. 

Senator Frear. Yes. 

Now on page 1 of your testimony, the eighth paragraph, the last 
sentence, can you supply this committee with those statements— 
those 30 States that are above 6 percent ? 

Mr. Lesser. Senator, the Department of Labor puts out a docu- 
ment entitled “Unemployment Insurance Claims.” I believe the latest 
is entitled “Volume 13, No. 44,” for a week ended May 3, 1958, and 
it shows the number of unemployed persons claiming unemployment, 
receiving unemployment insurance benefits, both nationally and on a 
State-by-State basis, together with a percentage rate. 

And this table, which I would be glad to supply to the committee, 
indicates that there are 30 States that have unemployment of 6 per- 


cent or more. 
I believe there are about 9 States that have unemployment in excess 


of 10 percent. 
Senator Frear. Well, I think it would be beneficial for the com- 
mittee if you would submit that and supply it for the record. 


Mr. Lesser. I would be glad to. 
(The information requested is contained in table 2 of staff data, 
appearing on p. 32. The following table brings this information up 


to May 10, 1958 :) 
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Senator Frear. My final question is, Mr. Whitehouse, do you be- 
lieve that employees should be taxed for unemployment compensa- 
tion. 

Mr. Wuirenouse. No, sir; I do not. 

Senator Frear. Senator Douglas ¢ ¢ 

Senator Dovetas. No questions. 

Senator Frear. Senator Bennett ? 

Senator Bennett. No questions. 

The Cuatrman. Thank you very much, Mr. Whitehouse. 

Mr. Wurrenouse. Thank you for the courtesy of the committee 
in listening to us. 

The Cuarrman. Glad to have you. 

Mr. Richard Brockway? Do you have any statement ? 


STATEMENT OF RICHARD BROCKWAY, DIVISION OF EMPLOYMENT, 
NEW YORK STATE DEPARTMENT OF LABOR 


Mr. Brockway. I am sorry I do not have a complete statement to 
give you at this point. I will send one in to the committee, if I may 
do that. 

The CuHatrman. You may. 

(The following statement was subsequently received for the 
record :) 


STATEMENT BY RicHarD C. Brockway, Executive Director, New YorK STATE 
DIVISION OF EMPLOYMENT 


My name is Richard C, Brockway. I am executive director of the division of 
employment in the New York State Department of Labor. The division of em- 
ployment administers the New York State unemployment insurance law, under 
which we insure some 5 million workers, on the average, employed by some 
300,000 employers. 

I am here to present to this committee the reasons why New York’s administra- 
tion cannot support H. R. 12065. This bill does not go far enough, it would dis- 
tribute the costs of the program unevenly as among the States, and among em- 
ployers even in a single State, and it would heighten the existing elements of 
interstate competition for low unemployment insurance taxes. 

It is relevant in this connection for me to stress the fact that the coverage of 
the New York State unemployment insurance law is much broader than the cover- . 
age of the Federal Unemployment Tax Act. We insure employees of employers of 
two or more; we insure domestic workers; we insure all State employees. Of 
the 300,000 employers liable for contributions under the New York State unem- 
ployment insurance law, only one-half are subject to the Federal Unemployment 
Tax Act. 

I understand that H. R. 12065 would provide for a maximum of 13 weeks of 
benefits payable to all New York claimants who had, since June 30, 1957, ex- 
hausted their benefit rights under a regular program. The figure of 13 weeks 
applies here because the regular maximum potential duration in New York is 26 
weeks. I understand that all groups of claimants would be entitled, if otherwise 
eligible, to these Federal benefits, including former employees of the State of 
New York, domestics, and employees of small employers not subject to the Fed- 
eral Unmployment Tax Act. I understand, however, that the cost of the Tempo- 
rary Unemployment Compensation Acts of 1958 would be borne, eventually, by 
only those New York employers who at that time—in 1963 and later years— 
happen to be Federal taxpayers. 

My reason for bringing this point to your attention is this: Apparently, the cost 
eventually imposed by this bill will be higher in New York, where the coverage 
of the State law is broad, than in some other States, where State coverage is con- 
fined to the limits laid down by the Federal Unemployment Tax Act. 

Furthermore, even though the causes and effects of the current recession are 
national, no costs will be borne by those States which do not for constitutional, 








Ee OR aN oD SN ee marae mees 


| 
) 
. 
f 


450 UNEMPLOYMENT COMPENSATION 


legal or other reasons, participate. Thus the understandable incentive to keep 
taxes down for reasons of interstate competition can lead to grossly uneven 
treatment of the unemployed. 

As regards the position of the State of New York in relation to the cooperative 
arrangement proposed by this bill, I should like to quote the first paragraph of 
Governor Harriman’s telegram to Senator Douglas, dated May 11, 1958: 

“In reply to your telegram concerning the bill to provide for temporary addi- 
tional unemployment compensation, H. R. 12065, on April 19, of this year, I 
approved legislation amending the New York State unemployment insurance 
law, subdivision 2 of section 536, to give specific authority to the industrial 
commnissioner to enter into an agreement with any agency of the United States 
for the purpose of paying unemployment insurance benefits ‘for an additional 
period in excess’ of the maximum potential duration normally provided. This 
was done in anticipation of the passage of Federal legislation and was intended 
to give the industrial commissioner power to enter into the agreement contem- 
plated by H. R. 12065.” 

You will be interested to know that during the early part of this year, New 
York State’s concern with the need for extending the duration of unemployment 
insurance benefits was evidenced by the Governor as well as by the legislature. 
Governor Harriman asked for a bill to increase the duration of benefits from 
26 to 29 weeks, to be paid for out of State funds. A bill to accomplish this 
failed of passage in the legislature. The amendment referred to in Governor 
Harriman’s telegram to Senator Douglas reflects the legislature’s response to the 
situation. 

This bill was introduced, on behalf of the rules committee, in the New York 
Assembly, on March 19, 1958. The bill was drafted in the expectation that the 
President’s program (as originally announced in a letter to Republican congres- 
sional leaders on March 8, 1958) would be adopted by the United States Congress. 
Thus, the language of that bill was pointed toward conformity with H. R. 11679. 
The bill passed the assembly on March 25, the senate on March 26, and was 
signed by Governor Harriman on April 19, 1958. 

We are deeply conscious of the pressing need for legislation which would pro- 
vide support for all unemployed workers who are not currently entitled to un- 
employment benefits. In New York, in the period from June 30, 1957 to date (May 
9, 1958), 91,536 claimants exhausted regular benefits, after having received the 
maximum of 26 payments. We believe that approximately one-third of these 
are now unemployed. In addition, there are some workers whose benefit years 
ended after June 30, 1957, who were unable to establish a new benefit year, 
and who are now unemployed and not entitled to any benefits. 

The trend of exhaustions is rising. In 1956, we had 69,224; in 1957, we had 
78,647 ; in the first 4 months of 1958, we had 43,976. 

While the need for speedy legislative action in aid of those wrokers who 
exhausted regular benefits is great, there is even greater need to provide coverage 
for those who are unemployed but whose previous employment was not insured. 
There are relatively fewer of these in New York than in some other States, be- 
cause of the relatively broader existing coverage under New York State law. 
But the existence of this type of uninsured unemployment indicates that an 
extension of the coverage of the Federal Unemployment Tax Act is long over- 
due. May I say that if the United States Congress should extend the coverage 
of this act to employers of “one or more” effective January 1, 1958—with the 
first Federal tax return not due until January 31, 1959—we in New York would 
be able to pay immediately unemployment benefits, under the regular provisions 
of the New York State unemployment insurance law, to those workers who may 
be unemployed after having worked for an employer of only 1 employee in 20 
weeks after January 1, 1958. 

The other great existing need is for the imposition of Federal minimum benefit 
standards, to allay the disastrous effects of interstate competition in the tax 
field. This bill, H. R. 12065, will permit some States to deny the proposed Fed- 
eral temporary benefits to their own unemployed. Since denial will save the 
Federal taxpayers resident in those States from the imposition of an additional 
Federal tax, interstate competition in this tax field will be intensified. 

On January 4, 1956—long before the current recession set in—Governor Harri- 
man recognized the need for Federal standards to protect New York industry. 
The following is quoted from the message of Gov. Averell Harriman to the 
Legislature of the State of New York, January 4, 1956 (p. 16-17) : 

“We have had almost a generation of experience with our unemployment 
insurance system. During this period the various States have had an oppor- 
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tunity to experiment with different types of standards. The result has been all 
kinds of variations—in coverage, in eligibility requirements, in benefits payable, 
and a host of other factors, all of which affect the unemployment tax rates that 
must be paid by the employer. Thus, the cost of unemployment insurance has 
become an element in the competition among States to attract industry. We 
should use every effort to have the Federal Government remove this factor of 
unfair competition by including the best elements of the various State systems 
into a uniform set of national minimum standards which all States would be 
required to follow.” 

The recommneded set of standards should include minimum standards relat- 
ing to coverage, amount of benefits, and compensable duration of unemployment, 
and maximum standards relating to waiting and disqualification periods. 

On October 3, 1957, Mr. Isador Lubin, our industrial commissioner, testified 
before the Intergovernmental Relations Subcommittee, House Committee on Gov- 
ernment Operations, urging the adoption of Federal standards. The following 
excerpts from his testimony indicate how great the variations in benefit pro- 
visions, as among the States, are: 

“Governor Harriman has already spoken of the need for tighter Federal stand- 
ards to eliminate unemployment insurance cost variations as a significant factor 
in interstate competition to attract new industry. 

“A look at the several State laws show just how significant these cost varia- 
tions can be. 

“In New York and in 7 other States, for example, an unemployed man who 
qualifies for benefits at all can receive payment for at least 26 weeks if he can’t 
find work. The standard is the same for everyone. But other laws are much 
less liberal. Seven other States have fixed benefit periods for shorter periods— 
20 and 22 weeks is the most common provision. All the rest pay for variable 
periods with the minimum in several States as low as 6 and 7 weeks. 

“The same variations are to be found in benefit rates. There is general agree- 
ment that the benefit rate should be about half the usual weekly wage, but even 
in the most liberal States this ratio has not been preserved. New York’s top 
rate today is $36. We have sought to have it increased to $45. 

(This has since been affected. ) 

“Ten other States have a top rate as high as this or higher, not counting 
dependency benefits. But in 10 States the top rate is below $30 and in 3 
as low as $25 or $26. In one State the benefit rate range is from $5 to $25 a 
week—this at a time when the average weekly wage, nationwide, is $83.” 

Mr. Brockway. I was called in something of a hurry to make this 
appearance. 

The CHarrman. If you will just identify yourself and your organ- 
ization. 

Mr. Brockway. My name is Richard C. Brockway. -I am executive 
director of the New York State Labor Department’s Division of 
Employment, which administers the unemployment insurance law 
in the State covering about 5 million workers, and some 300,000 em- 
ployers. 

I was asked to come down here to present New York’s position 
with respect to H. R. 12065 and some related points. 

New York does not support this amendment, because we do not 
think it goes far enough. We think that it will lead to an uneven 
distribution of costs as among the States, and as among employers 
within a single State. 

We believe, too, that it will sharpen the elements of interstate com- 
petition in terms of a low tax structure. 

In this connection I would like to point out that New York’s cover- 
age of employers is much broader than the Federal tax act requires. 
We cover all employers of 2 or more, we cover employers of domestics 
who employ 4 or more, we cover State workers. Only one-half of all 
of the employers in New York, 150,000, are subject to the Federal 
Tax Act. 
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Under this bill, benefits will be paid to all workers covered under 
mee York law, but the cost, if it is to be borne in 1963, will be borne 
only by those employ ers in the State who are covered by Federal tax. 

The cost in New York, too, will be higher because New York's 
coverage is broader and, therefore, any other State with a lower State 
coverage which undertakes to take adv antage of this act will have 
a lower cost. 

Furthermore, even though the cause and effect of unemployment 
is national, no costs at all “will be borne by those States not partici- 
pating in the system, and whether they do this for constitutional or 
legal or other reasons, here is the point at which the understandable 
incentive to keep taxes down, to keep industry in the State there, and 
to attract new industry, can cause interstate competition and grossly 
uneven treatment of the unemployed. 

Governor Harriman sent a telegram to Senator Douglas in response 
to his, which states the position of New York with respect to the 
cooperative arrangement which is proposed under this bill, and I 
should like to quote the first paragraph of that telegram so that it 
would be abundantly clear just what New York’s situation is: 

In reply to your telegram on April 19 of this year, I approved legislation 
amending the New York State unemployment insurance law to give specific 
authority to the industrial commissioner to enter into an agreement with any 
agency of the United States for the purpose of paying unemployment insurance 
benefits “for an additional period in excess” of the maximum potential duration 
normally provided. 

This was done in anticipation of the passage of Federal legislation and was 
intended to give the industrial commissioner of the State power to enter into the 
agreement contemplated by H. R. 12065. 

You will be interested to know during the early part of this year 
New York State’s concern with the need for extending the duration 
of unemployment insurance benefits was evidenced by the Governor 
as well as by the legislature. We have an annual session in New 
York starting in January and usually ending in March every year. 

Governor Harriman asked for a bill, and urged passage of the 
bill, to increase the duration of benefits from 26 to 39 weeks to be 
paid out of State funds. A bill to accomplish this failed of passage 
in the legislature. 

The amendment referred to in Governor Harriman’s telegram to 
Senator Douglas which I just quoted reflects the legislature’s response 
to the situation. This bill was introduced on behalf of the rules com- 
mittee in the New York Assembly on March 19. It was drafted in the 
expectation that the President’s program, as originally announced 
in a letter to Republican congressional leaders on March 8, would be 
adopted by the United States Congress. 

Thus, the language of that bill was pointed toward conformity to 
the original bill, and the bill by our own legislature was passed on 
March 25 in the assembly, and in the senate on March 26, and was 
signed on April 18. 

“We have been acutely aware of the need for extending the dura- 
tion of benefits. While New York has a maximum and uniform dura- 
tion of 26 weeks, from the 30th of June to date we have had 91,500 
exhaustions, that is, after 26 weeks of benefits. And of that group, 
we believe about a third are still unemployed. 
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In 1956, to show that the trend of exhaustions has been rising, 
we had 69,000 people exhaust. In 1957, 78,000 exhausted. And in 
the first 4 months of 1958, 44,000 have exhausted, with a possible 
figure to be reached before the end of the year of 150,000. 

We feel that we need also, and there needs to be further, coverage 
beyond the point of benefit duration extension. We believe that 
many of the uncovered workers who would not be benefited by this 
bill need coverage, and many of them could be benefited if the Fed- 
eral Unemployment Tax Act were amended to extend Federal un- 
unemployment insurance tax coverage to employers of one or more. 

This, I think, is partienlarly signifies unt since in New York, I know, 
and in a large number of other States, they would automatically, un- 
der their current provisions of the law, extend the coverage of the 
unemployment insurance system to all employ ers of one or more in 
that State. 

State laws have provisions which say they will automatically match 
Federal coverage. So it seems to me one other area of coverage that 
might be considered would be the immediate extension of the Federal 
Tax Act to cover employers of one or more. 

The other great existing need is for minimum Federal benefit 
standards. This is needed to allay the effects of interstate competi- 
tion in the tax field. 

Long before the current recession set in, in 1956, Governor Harri- 
man recognized the need for Federal standards to protect New York’s 
industry. Following is quoted from a message which he delivered 
to the Legislature of the State of New York on January 4: 

We have had almost a generation of experience with our unemployment in- 
surance system. During this period the various States have had an opportunity 
to experiment with various kinds of standards. The result has been all kinds of 
variations in coverage, in eligibility requirements, in benefits payable, and a 
host of other factors, all of which affect the unemployment tax rates that must 
be paid by the employer. Thus, the cost of unemployment insurance has be- 
come an element in the competition among States to attract industry. 

We should use every effort to have the Federal Government remove this 
factor of unfair competition by including the best elements of the various 
State systems into a uniform set of national minimum standards which all 
States would be required to follow. 

The recommended set of standards should include minimum stand- 
ards relating to coverage, amount of benefits and compensable dura- 
tion of unemployment and maximum standards relating to waiting 
and disqualification periods. 

In October the Intergovernmental Relations Subcommittee of the 
House Committee on Government Operations held hearings in New 
York, and Isadore Lubin, the Industrial Commissioner of the New 
York Labor Department, urged the adoption of Federal standards 
along the same line, pointing out again what we believe is an essential 
action in the field of unemployment insurance, and that is the passage 
of a bill to insure uniform minimum standards for all States to 
follow. 

Thank you. 

Senator Frear. Senator Douglas. 

Senator Doueias. Mr. Brockway, I wondered if you could describe 
in detail what Governor Harriman wanted the New York Legislature 
to do in the way of unemployment benefits, and I wondered if you 
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would state what were the reasons generally given for defeating these 
improvements in New York. 

Mr. Brockway. Well, the Governor’s total program for unemploy- 
ment insurance in the State called for an increase in the benefit maxi- 
mum to $45. This was adopted by the legislature. 

He called for dependency benefits, which was defeated by the 
legislature. 

He called for reduction in qualifying period for eligibility from 
20 weeks at work—presently a worker to get benefits in New York 
must have worked at least 20 weeks out of the last 52—he called for 
reduction in that from 20 to 15. 

He called for a reduction of coverage to employers of one or more. 

Senator Doverias. Those were defeated ? 

Mr. Brockway. That was also defeated. 

So then in this last session, late in the session he called for the ex- 
tension to 39 weeks; and, as I have said, the response of the legisla- 
ture at that time—and it was very close to the ending of the session— 
was to pass what was identified here as an enabling piece of legislation 
on the presumption there would be Federal action. 

There was no quarrel at that point as to the need for extended dura- 
tion, and this was the action. 

The reasons for failure of the bills to pass I think are very difficult 
ones to assess. There is considerable debate on a philosophical point 
of view as to the desirability of dependency benefits. That has been 
a proposal in the legislature practically every year since I can re- 
member. There is argument as to whether or not that should be 
passed. 

The question of extension to 1 or more was argued mostly at. the 
time when we went from 4 down, and at that point we went from 
4 to 3, to 2. It is 2 or more on any 1 day. So that all that were 
left out isthe 1. The arguments, most of the arguments against that 
had to do with the question of a man who owns a corner store and 
hires somebody to come in and sweep out on Saturday. 

There were no arguments as to the administerability of one or more. 
Everybody conceded the ability to administer one or more. 

The argument against lowering the qualifying period from 20 to 15 
weeks ran to the presumption that 15 weeks of work in a given year 
does not demonstrate attachment to the labor market as well as 20 
does. 

There is abundant, there is a considerable amount of proof that 
there are large numbers of workers who, because of accident, illness, 
or otherwise, have a bad year, they do not make 20 weeks. They may 
make 15. 

I would like to amend my comment on this point: The legislature 
did pass, however, a bill to accommodate, honing to accommodate that 
provision, whereby if a man fails to have 20 weeks in his most recent 
year, if he had 40 weeks in a combination of 2 years, he is then eligible 
for benefits. 

Senator Doveras. What was the objection to extending the dura- 
tion of benefits? 

Mr. Brockway: I think that actually the bill was not debated much. 
This came up in the last days of the session. The majority leaders 
in the legislature I think felt that the Federal Government was going 





UNEMPLOYMENT COMPENSATION 455 


to act, and did not, and felt that. that would be the reason for doing 
it that way. There were some pressures within the legislature that 
it was not necessary. 

Senator Dovetas. Mr. Brockway, I have made a habit of asking 
some witnesses about the systems of their various States, not to put 
them on the spot or to throw any discredit upon their States, but be- 
cause, since a witness comes from a given State, he knows more about 
that State than anyone else. That is why I put some questions to the 
assistant attorney general of Virginia, and I hope you will forgive 
me and understand my purpose if I ask you some questions about New 
York. 

According to the figures which the Department of Labor and our 
staff have assembled for us, the average weekly benefits for the first 
3 months of 1958 in New York have amounted to $31.45. The average 
weekly wages in 1956 for New York were $88.50. It looks as though 
the New York average benefit is only about 35 or 36 percent of the 
average weekly wages, and I would like to ask if you would regard 
this New York average as being too low. 

Mr. Brockway. Well, this average, our average benefit check at this 
point is running a little over $33. 

Senator Dovetas. I see. 

Mr. Brockway. Our $45 maximum which we now have does repre- 
sent one-half of the average weekly wage, which is a little over $90. 
I believe that this average benefit payment which we now have will 
go up if this unemployment continues and as the $45 begins to take 
hold. 

However, a large number of our beneficiaries, and that is why this 
average comes down, are beneficiaries from service industries, from 
apparel trades, which are not high-wage industries, where the average 
wage is around $60, $65. 

When we had a $36 maximum, we were substantially below any goal 
of meeting half the average weekly wage of a large majority of the 
workers ; $45 probably in another year will be out of date as well. 

Senator Doveras. Well, now, I want to congratulate you on the 
relative position of New York as regards the ‘duration of benefits. 
You have a 26-week uniform duration. 

Mr. Brockway. That is right. 

Senator Dovetas. There are only, I think, 7 States in the country 
which have 26 or more weeks. Some of those States do not have uni- 
form duration, so I think you are up quite far on the list in the matter 
of duration of benefits. 

And yet in January, from January 1 through April 30, you had 
44,756 exhaustions this year. I take it that you believe the duration 
of the benefits should be extended. 

Mr. Brockway. The duration is short at this time for this kind of 
situation. I would like to make this point in that connection, Senator, 
if I might : Our average duration will run only 12 and 13 weeks. But 
we will have large numbers of people—and that is because we have 
large numbers of seasonal workers—who are in and out of employ- 
ment. The apparel trade, which is a big industry in our State; con- 
struction, which is a big industry. Those people are not long-term 
unemployed workers, and they are a large percentage of our benefi- 
ciaries. 
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People who are exhausting are the people who are in factories that 
are closed down, who have long-term steady unemployment. When 
they are out, they are out. They do not go back. And that is why 
the exhaustions, and that is those of that group we are concerned with. 

If we raise to 39 weeks, I do not know that our average duration 
would go up, but we feel we would be helping very positively those 
people who are affected by long-term unemployment. . 

Senator Douetas. Why has not the State legislature increased the 
amount and duration of the amount of benefits in New York? You 
have large reserves in New York. You could pay more. Why not? 

Senator Bennerr. They increased the amount but not the duration. 

Mr. Brockway. Yes, that is right. The duration of 26 weeks has 
been a standard in New York for many years. We had a flat, fixed 
duration for a good many years. 

It was not until this year and late in this year, or the year before, 
there were proposals made, although they were not an administration 

roposal, to extend duration, and I think part of this was because we 

elt with the nature of our industries—we perhaps were lulled by a 
lot of good times—we felt with the nature of our industries we were 
not going to need an extension beyond this, and we were all right. 

I think that this situation we are now in has alerted public interest 
init. There will be opposition, without question, to extension because 
of the concern over tax rates, which is always a factor. 

Senator Dovenas. Has this objection about tax rates, both on the 
absolute amount of the tax and the fact it may put New York em- 
ployers at a competitive disadvantage with other States, do you find 
that to be a real one in your dealings with the legislature ? 

Mr. Brockway. Every year there is an annual battle in our legisla- 
ture, and will never change. One of the arguments about improve- 
ments in unemployment insurance law is the effect. it will have on the 
New York average tax rate and the effect that will have in the compe- 
tition among States to attract industry; that the unemployment in- 
surance tax or the workmen’s compensation tax or some other tax is 
selected. 

Senator Bennett. Or the property tax? 

Mr. Brockway. Well, what you have to do, of course, when you 
argue against this is, you add all taxes together. But there is no 
question but that the unemployment insurance tax, which is one of 
the very large taxes—you see, we get around $300 million a year in 
taxes, and it is a big business tax, which the State imposes, so that it 
is always a matter of critical debate in there. 

I will have to say, and I think the record shows, that the legislature 
when it comes to increasing benefits, and so on, has not always been 
influenced by it, the end result. They have taken a pretty firm view 
on it, but the pressure is there and it never stops. 

Senator Dove.as. I am very much interested that you say this, be- 
cause I advanced this point the first day of the hearings, and I under- 
stand on the second day that an employers’ representative from Cali- 
fornia took me to task for this and said that interstate competition 
was really not any factor in the determination of the level of benefits 
or the duration of benefits under the State laws. 

I believe his name was Davis. 

Mr. Brockway. Well, the pressure takes into account that, it takes 
into account other provisions of the law, the disqualification provi- 
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sions in particular, as being critical, because our benefit outlays go up 
and our costs go up and therefore the taxes are going to go up, and 
so somebody is going to leave the State. 

It is a speech that is used, and it is a traditional position. 

Senator Doveias. I am very glad the New York Legislature did 

‘aise the maximum benefits to $45 a week in New York, which, as you 
say, is almost precisely one-half the current average wage. But of 
course President Eisenhower recommended that the maximum should 
be not one-half of current wages, but two-thirds of current wages. 
So in this aon the legislative leadership, which I believe is gen- 
erally Republican 

Mr. Brockway. Yes. 

Senator Dovetas. Did not come up to the request of the President 
of the United States, the titular leader of their party; is that not true / 

Mr. Brockway. That is correct. 

Senator Dovetas. Yesterday and this morning, I asked some ques- 
tions as to whether, in the specific States to whic h I referred, namely, 
New Jersey and Pennsylvania, the assessments upon the employers 
would go up as the reserves went down. 

What is the situation so far as New York State is concerned ? 
When the reserves go down, do the rates of assessment upon the 
employers go up ‘ 

Mr. Brockway. Yes. 

We have a sliding scale of rates. There is a series of tables, and 
with the proportion of the trust fund to taxable payrolls, it moves in 
1 percentage point or 2 percentage points down or up, depending upon 
the condition of the fund. 

A high fund situation means a lowered tax, and a low fund means 
a somewhat higher tax. We have tried to get some countercyclical 
effects in there and, as a matter of fact, this year reflects it. Here we 
are dealing with high unemployment and our tax rate this year is 
lower than last year. However, it will go up next year. 

Senator Bennerr. You always havea 1 1- -year lag? 

Mr. Brockway. About a year lag. 

Senator Doveras. Have you had an opportunity to study the pro- 
visions in this matter of other States as well as New York, or have 
you 

Mr. Brockway. I have seen many of them, and I think this kind 
of thing, this effort to have the fund reflect—no one wants a big lump 
of money that is unnecessary. 

Senator Doveras. Therefore, there is very real pressure to main- 
tain the reserves at a high figure lest, if the reserves are drawn down, 
the rate of assessment will have to rise? 

Mr. Brockway. There is that, without any question. There are 
pressures also, we have felt them, to keep the reserves at a reasonable 
figure simply as a matter of safety. 

Senator Doveras. I understand. 

Mr. Brockway. But there is pressure that 

Senator Doveras. This may be a factor, therefore, which leads to 
the freezing of reserves in separate State funds, is that not true? 

Mr. Brockway. Well, that is right. It also contributes to this, 
what is called interstate competition, but which is an understandable 
reluctance to be the first to act. I made the point of this coverage to 
one or more. Here are a lot of States, and New York is one of them, 








458 UNEMPLOYMENT COMPENSATION 


F ° . ° . . ” 
if which have said in their legislature, “We want to cover one or more, of 
| | but we won’t move until the Congress moves.” for 
i _ Now you can say, and perhaps it is due to the competition there is, ~ 
it it is not unusual for a State to take the position that they are not going ac 
tg) . . . 
| to run right out in front of everybody else and be there. it 
ri Senator Doves. Quite naturally. rel 
ih T have the impression that there are a number of States which have ee 
statutes which provide that they will go down to one-employee em- ta, 
ployers if Congress so provides; is that true ? evi 
Mr. Brockway. I believe there are something in the neighborhood de: 
| of 30 States. 
if Senator Dovetas. Is that so? I wonder if we could ask the De- dis 
a partment of Labor to furnish us with a list of these conditional one- in 
ri employee States, Mr. Chairman. eve 
3 See table 27 of the staff data, p. 74.) “ 
F Senator Frear. I certainly have no objections to that. That is not ( 
ri covered in your staff data ? rec 
Senator Dove.as. No, it is not. I do not think it is covered, Mr. (g 
Chairman. - 
I wonder if the staff could now report whether the Department has a} 
furnished us with the information which I requested this morning gre 
and which I think we were going to telephone the Department about or 
| in order that it might supply the data this afternoon. ™ 
|| I am told a messenger is on his way now. oe 
Fi Mr. Chairman, if that arrives after this session has been finished, I rel 
igs ask unanimous consent that it be printed in the record at the close of ave 
. this day’s proceedings. he 
ii Senator Frear. Without objection, it will be so much printed. of 
1 Senator Dovuenas. Those are the only questions which I have, Mr. of 
i Chairman. v5 
Senator Frear. Senator Bennett. os 
Hi Senator Bennerr. No questions. So 
‘e Senator Frear. Thank you very much, sir. tim 
| Mr. Brockway. Thank you very much. am. 
if Senator Frear. The hearings are adjourned. eae 
fF ° ° ; “ cen 
8 (By direction of the chairman, material referred to and additional the 
i; letters and telegram are made a part of the record :) per 
Gg: 7 
P| REPORT BY COMMITTEE ON BENEFIT FINANCING ON FUND SOLVENCY PROTECTIVE len 
MEASURES AS ADOPTED BY THE FEDERAL ADVISORY COUNCIL (hi 
; ‘ - tur 
% Existing State unemployment insurance laws contain a variety of provisions wal 
# designed to protect the solvency of reserve funds. Most States have statutory anc 
ae provisions which protect the solvency of their funds by varying the magnitude use 
| > of tax rate reductions as their reserve funds increase or decrease—either by the ine! 
FY application of alternative rate schedules, or by modification of the experience hig 
2 ratio requirements for specified rates. Some States will have to enact special I 
a legislation when needed to assure fund solvency. of 
| Of the 40 States in which the maximum tax rate is limited by law to 2.7 cen 
FF percent of taxable payrolls, 32 provide for the suspension of experience rating of t 
a: when reserve funds fall below a specified danger level. However, the effective- for 
i ness of many is questionable because the reserve level serving as the warning ave 
i signal (or danger level) to suspend reduced rates, or to limit rate reductions, ave 
a! appears to be unrelated to the current financial requirements of the State pro- k 
gram. In many States the lack of the desired relationship may be due to per 
increasing reserves during the last decade which minimized the solvency problem sho 
to such an extent that very little, if any, attention was given to the periodic bas 


evaluation of the fund solvency protective provision. 
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In table I attached, the State statutory provisions have been grouped by type 
of fund protective measure used. The 16 States having no specific provision 
for suspension of reduced rates are listed in group A. One of the 16 States 
in this group (Kentucky) has the reserve ratio form of experience rating with 
individual employer reserve accounts, and in this State an individual employer’s 
account must be at least 5 times the largest amount of benefits charged against 
it in the last 3 years before the employer can get a reduced rate. In the 
remaining States the employers’ reserve required for any reduction in the tax 
rate varies from 7 percent of taxable payrolls down to any positive balance. 

Two States (group B) vary tax rates by distributing a portion of the annual 
tax yield (resulting from the collection of 2.7 percent from all employers) when- 
ever there are surplus reserve funds, as defined in the laws. The surplus is 
defined as the amount by which the current reserve exceeds 4 times the contri- 
butions actually collected in the preceding year (if surplus had been distributed 
in the preceding year, the amount collected is the amount remaining after the 
distribution) or a specified proportion (40 percent in Washington and 60 percent 
in Alaska) of contributions actually collected in the preceding year, which- 
ever is the lesser. However, no surplus is deemed to be available for distribu- 
tion in either State unless the amount so determined is equal to at least 10 
percent of the contributions.actually collected in the preceding year. 

Of the remaining 32 States, 8 States (group C) provide for the suspension of 
reduced rates when the fund falls below a specified dollar amount; 6 States 
(group Di) use as the danger level a specified multiple of benefits paid in the 
preceding or highest prior year; 14 States (group E) suspend reduced rates 
when the fund is less than a specified percentage of the taxable wages paid in 
a preceding year or years; 5 States (group F) identify the danger level as the 
greater of (1) a specified dollar amount or (2) a specified multiple of benefits 
or a specified ratio of taxable wages paid in the year immediately preceding, 
or a prior year. 

Experience has shown that a solvency factor expressed in specified dollar 
amounts (group C States) is ineffective, primarily because of the changing 
relationship between the amount specified, the level of taxable wages and the 
average long-range costs of the program. When the specified dollar amounts 
are’ expressed as percentages of current taxable wages, the group C States 
have a current solvency measure ranging from less than 1 to nearly 6.5 percent 
of 1952 taxable wages; when these percentages are expressed as a multiple 
of the 1946-52 average cost rate, the multiple ranges from less than 1 to nearly 
7.5 times the average cost rate. 

Thus, the fault with this type of measure is that a dollar amount which is 
satisfactory when enacted into the law may become ineffective later. In 
South Carolina, for instance, the $5 million level has been in effect from the 
time reduced rates first became eflective in 1942. In that year taxable wages 
amounted to $311,.869,000 while in 1952 taxable wages were $880,075,000; benefit 
costs for 1938-42 averaged approximately 0.8 percent as compared with 1 per- 
cent for 1946-52. Although there has been an increase in the average cost rate, 
the $5 million reserve dropped from 1.60 percent of 1942 taxable wages to 0.57 
percent of 1952 taxable wages. 

The measure used by the group D States reflects a level which is the equiva- 
lent of one times (1.5 in California) the benefits paid in the preceding year 
(highest prior year in Delaware). A danger level equal to the benefit expendi- 
tures in the preceding year is obviously inadequate. The measure used in Dela- 
ware may prove adequate where the fluctuations in the cost rate between good 
and bad years are of substantial magnitude. The inadequacy of the measure 
used by the other States in this group becomes most apparent when a sharp 
increase in unemployment occurs immediately following a period of sustained 
high economic activity similar to the war years, or that now prevailing. 

In the group D States, the current measure, when expressed as a percentage 
of 1952 taxable wages, ranges from 0.45 to 1.81 percent, and when these per- 
centages are expressed as multiples of the 1946—52 average cost rate, the range 
of the multiple is from 0.6 to 1.4. Although 4 of the 6 States had average costs 
for 1946-52 of less than 1 percent, in 3 States (1 of the 4 with less than 1 percent 
average costs and the remaining 2) the solvency ratio is lower than the 1946-52 
average annual cost rate. 

Experience has shown that the solvency measure used by group E States-—a 
percentage of payrolls in past years—becomes outdated to within a relatively 
short period of time, especially if more remote past years are included in the 
base. Payrolls may fluctuate widely over a period of years. If reserve levels 
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are based on the payrolls of a period of past years as, for example, in Hawaii 
(average of last 10) or Nevada (last 5), it is possible for the level of reserves 
during years of economic depression to be based on a higher payroll level than 
the current one and, consequently, for reduced rates to be suspended at a time 
when the reserve may still be at a relatively safe level in terms of current 
needs, and.when considerations of sound financing would require the further 
use of reserves to help finance current high benefit costs. 

Although the double-barrel type of provision used by the group F States (no 
reduced rates if the fund falls below the greater of a specified dollar amount 
or a multiple of benefits or ratio of taxable wages paid in a prior year or years) 
may result in a more stable measure than those discussed above, the effective- 
ness of this type of measure is dependent upon the effectiveness of each of the 
two parts of the provision. The weaknesses of measures expressed either in 
terms of a specified dollar amount, or a multiple of prior benefits paid, or a 
percentage of prior taxable wages unrelated to the needs of the program, have 
been discussed above. Although table I indicates that the use of this measure 
has resulted in what appears to be safer danger levels in most of these States, 
this result may be attributed to other factors. In the two States in which the 
solvency ratio expressed as a multiple of the 1946-52 average cost rate is 
highest, tax rate policy, since the beginning of the program, has been very 
conservative; in a third State, Pennsylvania, the current provision has been 
enacted very recently and, consequently, should reflect current needs to a greater 
extent than in other States. However, the adequacy of a danger level which 
is only 2.4 times the 1946-52 cost rate of 1.3 percent of taxable wages may be 
doubtful. 

The Bureau, in the past several years, has recommended the use of another 
measure for determining the danger level in the States: a measure which sets 
the danger level at an amount equal to the greater of a specified percentage of 
current taxable wages (such as, 4 or 5 percent) or 3 times the average annual 
cost rate. 

The committee, on the basis of its study of existing fund solvency protective 
measures and Bureau recommendations in this area has concluded that the most 
effective solvency measure is one that evaluates the current reserve percentage 
as a multiple of the State average annual benefit cost rate. It does not con- 
sider necessary a measure that would include alternatives of the greater of a 
specified percentage of current taxable wages or a specified multiple of the 
average benefit cost rate. The comimttee believes that the specified multiple 
of benefit costs would be sufficient, since a specified percentage of current tax- 
able wages, in order to be sound, would also have to be related to the average 
benefit cost rate,.and would therefore achieve approximately the same result.. 

The measure recommended by the committee, expressed as a formula, would 
be as follows: 

eurrent fund balance _ average annual benefits, specified period * 


last year’s taxable payroll average annual taxable wages, same period 


This formula will yield a figure which represents the number of years of 
benefits which the fund could pay at its average cost rate, taking into account 
the fund’s potential liabilities as affected by current annual taxable wage levels. 

The use of the last year’s taxable payroll in the denominator of the reserve 
percentage fraction seems to the committee more satisfactory than the use of 
an average annual figure, because the most recent year’s taxable wages provide 
a more accurate indicator of current exposure to the risk of unemployment than 
an average. 

Under this formula, the dollar amount serving as the danger level will fluctuate 
with changes in taxable wages, but the relatively adequacy of the changing dollar 
amount will remain stable. 

The committee unanimously agrees that a measure expressing the current fund 
reserve ratio as a multiple of the average annual cost rate should be recommended 


1To illustrate the mechanical operation of this formula, let us assume that State X has a 
current fund balance of $457,460,000, taxable payrolls paid in 1951 amounting to $3,774,- 
443,000; actual benefit expenditures during the period used as a basis of experience 
averageing $70,000,000 per year and estimated taxable wages during this period averaging 
$3,672,876,000 per year. Substituting in the formula: 


$457,460,000 | $70,000,000 _ Poa a 
3,774,448,000 * 3,672,676,000 111% +1.91% = 6.34 
Consequently the current reserve of State X is equal to more than 6 times its average 
benefit cost rate. 
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for use by the States. However, two divergent views are represented within the 
committee with respect to the period of years upon which to base the average 
annual cost rate. One view advocates a carefully chosen period reflecting past 
and anticipated future experience, coupled with the suggestion that under most 
circumstances, this condition would be met by using the last 5 years and a period 
of approximately equal length of future years. The proponents of this view 
point out that the use of such a period would result in proper consideration, not 
only of past experience, but also of current economic trends and changes most 
likely to occur, and the cost implications of anticipated changes in eligibility 
and benefit provisions. Limiting the length of the future period to be taken 
into consideration would serve to minimize errors which could result from 
projections of economic conditions. 

The other view represented within the committee holds that the average annual 
cost rate should be based entirely on cost experience in past years, with such 
past experience fully adjusted by valid statistical procedures to take account 
of enacted changes in the law’s benefit formula. According to this view, the tise 
of a future period of years would place greater reliance on projected costs than 
is necessary or desirable in view of the fact that economic forecasting has proved 
to be extremely hazardous and not sufficiently successful to be relied upon in 
steering the unemployment-insurance program. In support of this view, it is 
contended that there are experience-rating plans available which have demon- 
strated their capacity to maintain a State fund within a reasonable range, and 
it is held that at least one such plan automatically adjusts rates to reflect the 
needs of the State program so that reliance on cost projections is not necessary. 

With respect to the determination of the appropriate multiple of the average 
eost rate, the committee gave consideration to the same general factors as does 
the Bureau in determining the actuarially adequate level to aim for in the 
benefit financing studies. Most important among these are the need to guard 
against the possibility that the average cost rate used in the determination 
understates actual costs, the need for protection against the occurrences of 
unforeseen “act of God” contingencies, and particularly a proper awareness of 
the degree of sensitivity of the State economy to changing economic conditions. 

Although the average cost rate reflects to some extent the characteristics of 
a State economy, detailed consideration was given to the manifestations of those 
characteristics which reflect the degree of sensitivity to economic changes. At- 
tention was given to such factors as the rapidity with which economic changes 
affect benefit expenditures and the extent to which benefit costs are affected by 
minor and major changes in economic conditions. Table II, attached, lists the 
annual and average benefit-cost rates for 1946-52 by State. Columns 1-8 show 
both long-run average cost rates and the range in the variation of annual cost 
rates during these 7 years. The latter may be taken as a rough indicator of 
the relative degree of sensitivity to changes in economic conditions—although 
amendments of many State laws during the 7-year period may have affected and, 
to that extent, distorted the picture. (Had it been possible to recalculate costs 
for the 7-year period on the assumption that the current provisions had been 
in effect throughout the entire period, the resulting cost patterns would have 
been more consistent and, also, more significant for the purpose on hand.) 

A comparison of column 8 (1946-52 average cost rate) with columns 9, 10, 
and 11 of table II gives some indication of the impact of economic changes upon 
benefit costs. Column 10, read in conjunction with column 8, indicates the 
amplitude of fluctuations. From column 11 (highest annual cost rate as a 
multiple of 1946-52 average annual cost rate), it can be seen that in 1 State the 
highest cost rate experienced during the 7-year period was 2.75 times the aver- 
age; in 5 more States it was 2 or more times the average—indicating a relatively 
wide fluctuation in cost rates. On the other hand, some States experienced fairly 
stable costs, with the highest cost rate exceeding the average by only 50 percent 
or less—thus showing less sensitivity to varying economic conditions. 

There was disagreement with respect to the recommendation of a specific 
multiple of the annual average cost rate to all States. One group of Committee 
members believes that the multiple should be specific ; three times the average an- 
nual cost rate. Another group of Committee members believes it is unsound 
for the Advisory Council to recommend any specific multiple as appropriate 
for all States. 

In justification of the former viewpoint, it is pointed out that without a fixed 
multiple across the board, no additional guaranty of solvency is actually pro- 
vided. In support of the 3 multiple, reference was made to the considerable 
amplitude of fluctuations in State annual benefit-cost rates experienced by some 
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States. Since, over a yeriod of years including favorable and unfavorable 
economic conditions, high-cost years were 2.5, and even 2.7, times the average, 
emergency action is held to be in order when a State fund falls below approxi- 
mately 3 times the average annual cost rate. At this level the fund would just 
be sufficient to meet the benefit costs which might be expected in a single year 
if economic activity suddenly falls to the low point in the cycle. Moreover, this 
group feels that a multiple which varies from State to State loses much of the 
effectiveness of a solvency protective measure. In effect, it shifts that respon- 
sibility, to a large extent, onto a predetermined reserve ratio, which the Com- 
mittee has found insufficient as a guaranty of solvency. 

It is the view of the second group that each State should determine its own 
danger point in the light of its other financial policies. This group believes that, 
if a State follows a policy of building large reserves in good times, it can safely 
use a lower multiple of its average cost rate as its danger point than a State 
which follows a policy of smaller reserve accumulation in good times. The 
former State, it is held, will have more nearly liquidated the liability of its fund 
by the time the fund has dropped to a given multiple of its average annual 
cost rate than the latter. For example, if a State fund has an optimum level of 
5 times the average cost rate, the proper danger point might be set at 3 
times the average cost rate. But if, in another State, the optimum level is set 
at 7 times the average cost rate, then the danger point might safely be set at 
a level lower than 3 times the average cost rate. 

The committee is not in agreement concerning what emergency action a State 
should take when its fund has dropped below the danger point by whatever 
method be established. One view is that, in those States in which the tax rate 
is limited by law to a maximum of 2.7 percent, reduced rates should be sus- 
pended when the reserve fund falls below the danger level. These members hold 
that, regardless of the values attached to experience rating, reduced rates 
cannot be justified at that point. Also, in those States where the current rate 
structure now provides for rates above 2.7 percent, this group would like to 
see a minimum rate of 2.7 percent required of all employers when the State 
fund balance falls below the danger point. 

A second view holds that there are several ways which can be used by a State 
to rebuild its fund after the fund has fallen below the danger level, and that 
no one method should be recommended by the Advisory Council or the Bureau 
to the exclusion of the others. This group believes the experience-rating in- 
ecentive should be maintained as fully as possible at all times. Therefore, this 
group believes that rebuilding the State fund should be accomplished by in- 
creasing the minimum rate of contribution but at the same time retaining some 
differentials in rates, or, preferably, adding a percentage of payrolls to all rates, 
thereby maintaining the full experience-rating differentials. 

Mrs. EVELINE M. Burns. 
Mr. GeorceE A. JACOBY. 

Mr. FRANK T. DEVYER. 

Mr. Harry KRANz. 

Mr. NELSON CRUIKSHANK. 








rience 
State 


Type of ex 
rating an 


Benefit-wage ratio: 
Alabama... -- 


Tilinois_-_._. 


Oklahoma. ... 


Texas. -.-- 





Virginia--__._- eal 


Reserve ratio: 
Kentucky ? 


Missouri 


Nebraska_ 
New York 
Ohio 

Tennessee 
Wisconsin 


Benefit ratio 
Michigan 
Minnesota 


Vermont 


W yoming 


' Indefinite. 


? Individual employer reserve account. 
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TABLE I.—State fund solvency provisions 


Number 
of sched- 


ules 


() 


to 





Least favorable 
schedule 





Mini- | Maxi- 
mum rate|mum rate 





Percent Percent 


GROUP A—NO SPECIFIC PROVISION FOR SUSPENSION OF REDUCED RATES 


} 





Reserve requirement for least favorable schedule 


30 State experience factors. State experience 
factor doubled when fund is less than amount 
equal to 1.5 times product of the highest taxable 
payroll of last 3 years times the highest benefits- 
payroll ratio in last 10 years. 

35 State experience factors. Falls below 60 per- 
cent of balance on Dec. 31, 1942. State experi- 
ence factor increased 1 percent for each 4 percent 
current amount is under 60 percent of Dec. 31, 
1942 balance; decreased 1 percent for each 4 
percent over 140 percent of Dec. 31, 1942 balance. 


| 30 State experience factors with benefit wage ratio 


of individual employers varying from 9 to 270 
percent for maximum reduced rate (2.4 percent). 

35 State experience factors. When State fund 
balance is below $200 million and less than 8 
ae of taxable wages of preceding year. 
When fund above this level, rates between 0.1 
and 2.7 are adjusted downward. 

25 State experience factors. When fund balance 
is less than 4.5 percent of highest taxable pay- 
rolis paid in last 10 years, 


| When pooled fund account falls below 3 times 


0.5 | 2.7 
25 | 2.7 
| 
} 
| 
33 | 2.7 
| 
1 2.7 
. 25 | 2.7 
| 
1.0 | 3.7 
| 
| 
5 34.1 
i 2.7 
2.7 | 3.7 
8 | 3. 2 
1.5 | 3.0 
0 | 4.0 
1.0 | 1.0 | 
.6 | 3.0 | 
1.4 2.7 
6 2.7 


highest annual amount paid in benefits in any 
of last 3 years no employer rate can be below 
1 percent. 1 percent of taxable wages of each 
employer paid into pooled fund. 1 penalty 
rate (3.2 in 1953). 

Fund less than the greater of twice contributions 
or twice benefits in any 1 year. Penalty rates 
2.9, 3, 3.1, 3.2, and 4.1. 

For rate less than 2.7 percent, employer reserve 
ratio must equal or exceed 3.5 percent. Subject 
to fair and general] rules with regard to fund 
solvency. 

Fund less than 4 percent of taxable wages and 
general account balance is less than 0.75 percent 
of taxable wages. Normal least favorable 
schedule rates 1.2-2.7, 1.0 pereent added for 
general account. 

Fund balance below benefits paid in last 2 years. 
Penalty rates in 3 schedules: 2.8, 2.8, 3, 2.8, 3, 
and 3.2. 

Fund balance less than $50,000,000 and benefits 
exceed contributions in any quarter. Employ- 
ers with reserve ratios of less than 0.0001 pay 
3 percent. 

Fund’s balancing account less than $25,000,000 
and decrease in gross wages from preceding 
year is less than 5 percent. Penalty rates 3, 
3.5, 4 percent. 


Penalty rates 2.8, 3.1, 3.4, 3.7, and 4 percent. 

Fund balance below $50,000,000. Penalty rates 
2.8 and 3 percent in least favorable schedule 
only. 

Fund less than twice the total benefits paid in 
preceding year. 

Fund less than 1.2 percent of taxable wages paid 
in preceding 5 years. 


No requirement for total State fund balance for reduced rates; 


individual employers’ accounts must be at least 5 times the largest amount of benefits charged against it in 
the last 3 years before employer can get reduced rate. 
’ Under each schedule, employers whose past contributions are exceeded by benefits are assigned 3.6 rate. 
‘8 normal schedules, but possible contributions to general account can result in 2 additional sets of 8 


schedules. 
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GROUP B—NO REDUCED RATES (DISTRIBUTION OF SURPLUS) IF AMOUNT (TO BE 
DISTRIBUTED) IS LESS THAN 10 PERCENT OF CONTRIBUTIONS IN PRECEDING 
YEAR 





If surplus 1952 taxable | Reservefund| 1946-52 


State 1952 contri- exists for wages on specified | average 
butions 1953 it must | (thousands) ate cost rate 
exceed— 
RE so decir wenctnuveedwnsceeunt $3, 774, 973 1 $377, 498 $156, 597 | 2 $6, 750, 000 2.0 
i Cite daddlns ednns ce 27, 143, 877 3 2, 714, 388 1,572,185 | 179, 726, 213 2.1 





1 Surplus defined as lesser of (1) excess of fund balance on Mar. 15 over 4 times contributions collected 
in previous calendar year, (2) 60 percent of contributions collected in previous calendar year. 

2 Estimated. 

3 Surplus defined as lesser of (1) excess of fund balance on June 30 over 4 times contributions collected 
in previous calendar year, (2) 40 percent of contributions collected in previous calendar year. 


GROUP C—NO REDUCED RATES IF FUND LEVEL FALLS BELOW SPECIFIED 
DOLLAR AMOUNT 























Solvency Solvency 

Dollar 1952 taxable | level as 1946-52 ratio as 

State amount wages | percent of | average | multiple 

(millions) | (thousands) |1952 taxable} cost rate | of 1946-52 

wages | cost rate 
I a5 std RK . - cescdceduapauiued xs~ $10 $629, 824 1. 59 | 0.4 | 4.0 
Pe ni nistndenthing scdes haace-cA «isch 25 2, 842, 361 . 88 ry 2 
IN ietinicnich teiacnensienn op tibdiulih ésaienbaakbiess 20 | 448, 546 4. 46 | 1.7 | 2.6 
Ne tiie ae ee antnisinies 18 279, 544 | 6. 44 | 9} 7.1 
New Hampshire_- ‘ 12 327, 400 | 3. 67 1.8 | 2.0 
South Carolina.._.............- 5 880, 075 . 57 1.0 | .6 
ND BE is iip sicdeleiiien id actbitiinn daw 5 134, 795 3.71 5 7.4 
ee I Fons hiv ccwndisnanbencdis 50 1, 025, 402 4. 88 xh 4.4 


1 Reduced rates reinstituted when fund exceeds $22,000,000. 
2 Reduced rates are not automatically suspended; commissioner may do so when fund falls below specified 


level. 
3 Must also exceed benefits paid in preceding year. 


GROUP D—NO REDUCED RATES IF FUND LEVEL FALLS BELOW SPECIFIED 
MULTIPLE OF BENEFITS PAID IN SPECIFIED PERIOD 











Current Solvency Solvency 

fund 1952 tax- level as 1946-52 ratio as 

State Multiple and protective | able aan percent average multiple 

period level (thou- of 1952 cost of 1946-52 

(thou- sands) taxable rate | average 

sands) a wages | cost rate 
Arkansas ! eee $5, 709 $533, 012 1.07 1.2 0.9 
California. 1.5 last year. ._...- 152,517 | 8, 435, 900 1.81 2.2 8 
Delaware -_ 1 highest prior____. 2, 346 = 844 . 80 | .6 1.3 
Rd Dcte trace cece 1 last year........- 4, 937 5, 028 51 5 1.0 
es cnc beimou G0...) he 3, 912 76 317 | 145 | 8 6 
29 | 9 1.4 


North Dakota---_-.-- ers cai ekanntde 1, 616 124, 849 1, 


1 Minimum rate 2 percent when fund is more than 1 but less than 2 times benefits paid in preceding year. 
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TABLE II.—Annual and average benefit cost rates, 1946-52 
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1956 REVISION 


State fund solvency provisions 
GROUP A—NO SPECIFIC PROVISION FOR SUSPENSION OF REDUCED RATES 














! 
| Least favorable 
schedule 
Type of experience Number | 5 niles nate 
rating and State of sched- | Reserve requirement for least favorable schedule 
ules | Mini- | Maxi- 
| mum mum 
|} rate | rate 


Reserve ratio: | | 
Kentucky ! | 3 | 1.0 | 3.7 When pooled fund account falls below 3 times 
highest annua! amounts paid in benefits in any 
of last 3 years no employer rate can be below 
1 percent. 1 percent of taxable wages of each 
| |} employer paid into pooled fund. 1 penalty 

| | rate (3.7 in 1956). 

Michigan. _- | 6 .! | Reserve fund less than 3.5 percent of taxable 
| | | wages and solvency account less than $30,- 
| | 000,000. For every $5,000,000 below $30,000,000, 

0.1 percent emergency tax is added. 


on 
> 
o 


Missouri. | 3 .5 24.1 | Fund less than the greater of twice contributions 
| or twice benefits in any 1 year. Penalty rates 

2.9, 3.0, 3.1, 3.2, and 4.1. 
Nebraska. _ .- 1 =a 2.7 | For rate less than 2.7 percent employer reserve 


ratio must equal or exceed 3.8 percent. Sub- 
ject to fair and general rules with regard to 
fund solvency. 

Fund less than 4 percent of taxable wages and 


New York | 38] - 


tw 
1 
oe 
I 


‘ v0.7 
| | general account balance is less than 0.6 percent 
| | Of taxable wages. Normal least favorable 
| schedule rates 1.2 to 2.7, 0.1 to 1.0 percent added 
| | for general account. 
North Carolina | 9 | 9 2.7 | Reserve fund less than 4.5 percent of last year’s 


taxable wages. 

Ohio. -___. ae 5 | eo} 3.2 | Fund balance below benefits paid in last 2 years. 
| | Penalty rates in 3 schedules: 2.8; 2.8, 3.0; 2.8, 

3.0, and 3.2. 





South Carolina... _} 5 1.3 2.7 Reserve fund less than 5.0 percent of last year’s 
| | | | taxable payroll. 
Tennessee _. | 4) 1.5 |} 3.0 | Fund balance less than $50,000,000 and benefits 
| exeeed contributions in any quarter. Em- 
} | ployers with reserve ratios of less than .0901 
| | pay 3 percent. 
Wisconsin... 4 0 4.0 Fund’s balancing account less than $25,000,000 





| | and decrease in gross wages from preceding 
| year is less than 5 percent. Penalty rates 3.0, 
3.5, 4.0 percent. 


Benefit-wage ratio: 


Alabama... (4) 5 2.7 | 30 State experience factors. State experience 
| factor doubled when fund is less than amount 
| | equal to 1.5 times product of the highest taxable 
payroll of last 3 years times the highest bene- 
|  fits-payroll ratio in last 10 years. 

Iilinois. (4) 25 3.25 | 35 State experience factors. State experience 


factor increased 1 percent for each $724,000 that 
| current reserve falls below $290,000,000. 

Oklahoma.....--.--} (*) 3 2.7 | 30 State experience factors with benefit wage 
| ratio of individual employers varying from 0 to 
| 270 percent for maximum reduced rate (2.4 
| percent). 

i) an 35 State experience factors. When State fund 

balance is below $200,000,000 and less than 

4 percent of taxable wages of preceding year. 

| When fund above this level, rates between 

0.1 and 2.7 are adjusted downward. 


to 


Texas-- 


Virginia_. (‘) . 25 2.7 | 25 State experience factors. When fund balance 
| is less than 4.75 percent of average annual tax- 
able payrolls paid in last 10 years. 
Benefit ratio: | 
Minnesota. - - 3 | .6 3.0 | Fund balance below $50,000,000. Penalty rates 
| 2.8 and 3.0 percent in least favorable schedule 
| only. 
Vermont... 4 | 1.4 2.7 | Fund less than twice the total benefits paid in 
| | | preceding year. 
Wyoming. .---. 2 at 2.7 | Fund less than 1.2 percent of taxable wages paid 


| | in preeeding 5 years. 
' ' ' ' 





1 Individual employer reserve account. No requirement for total State fund balance for reduced rates; 
individual employers’ accounts must be at least 5 times the largest amount of benefits charged against it 
in the last 3 years before employer can get reduced rate. 
2 Under each schedule employers whose past contributions are exceeded by benefits are assigned 3.6 rate. 
3 Eight normal schedules but possible contributions to general account can result in 10 additional sets of 
8 schedules. 
‘4 Indefinite. 
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TABLE 12.—Fund requirements for any reduction from standard 2.7 percent rate 
and for most favorable schedule, 50 States * 











| 
Requirements for any reduction in rates } 
|. ve saihslakch: celh) eel” Wlectesiie sete | ‘ 
| Mil- | Multiple of benefits | Percent of payrolls} Requirement for most 
State lions paid (7 States) (17 States) favorable schedule 2 
DO iE pe ar tb ete Lay 
| lars (11 | 
States) | Mul- Years Per- | Years 
tiple | | cent 
steals rioeinteaarecnshttathttaidlcaialasiisedi lik ciate idhetitnhca te amet didn cilcaied 
Alabama... ’ BB . ; | ; } __-| (). 
Arizona *___- dal wail 4 Last 1... 13 percent of payrolls. 
Arkansas 5 <= | 1 Last 1_. | | 2 times benefits. 
California ae | |} 1.5] Last 1_. ; | 7.1 percent of payroll. 
Colorado... kf | 10 = $65 million. = 
onnecticut- . . ‘ : | } 1.25 | Last 3.- 4.25 percent of payrolls.? 7 
Delaware - : l [Highest pre- |__- | | $5 million. 
| vious 1. | | | 
at Columbia-_. ~~ a inf (Sf Last 1_- 5 percent of payrolls. 
lorida 6 
Georgia 5....._- | 75 3 | Highest of 
| | last 5. | 
Hawaii... | 5 | Average 
| | last 10. 
— on | 7.5 | 7.5 | Lastl 11.5 percent of payrolls. 
inois_... | | i (%). 
Indiana... [eT 
Towa... = 1 | Last 1- $110 million. 
aoe | | “ | 4 Last 1... 11 percent of payrolls. 
centucky §°. | . oa! 
Louisiana... | | 6 Last 1_____| 12.5 percent of payrolls. 
Maine 5___ bwelcuusrc me La Over $35 million. 
Maryland_- -.-- ase 5 Last 1_..__| 10 pereent of payrolls. 
Massachusetts 5__. | | 4.5 Last 1. 7 percent of payrolls. 
en. ‘ 72 8.5 percent of payrolls. 
| ante won| $100 million. al 
Mississippi. - i | 4 Last 1- | 8 percent of payrolls. 
oe ; ss) | | 7.5 percent of payrolls. 
Montana ‘ 28 | } } 
Nebraska °___. ce | 
Nevada | At eed Last 5 
New Hampshire 5___- a | | $20 million. 
New Jersey... | | 2.5 Last 1 | 12.5 percent of payrolls. 
New Mexico.. | 2.5 Average 5 percent of payrolls.? 
| | } } last 3. 
New York | | 12.5 percent of payrolls.? 
North Carolina -- | | 10.5 percent of payrolls. 
North Dakota.--- i) bo § Bastia ‘ } 10 percent of payrolls. 
Ohio_. *. | = : | Over 7.5 percent of pay- 
| | rolls.? 
Oklahoma. | | (3). 
Oregon 5__ ‘ 3 Average | 7.5 percent of payrolls.” 
| | } | last 5. | 
Pennsylvania. | 300 ee MW | $450 million. 
Rhode Island 8 Last 1...__} 9 percent of payrolls. 
cow suaeline, es Asa: | | | 7 percent of payrolls. 
South Dakota | 5 " 
Tennessee - - . . | : | $100 million. 
Texas 4... .- ‘ : | | Over $200 million and 8 
| | percent of payrolis.* 
i ; . 6 Last 1- | 10 percent of payrolls. 
Vermont_-- Y | 12 percent of payrolls. 
vain. “=== ll = | 5 percent of payrolls.?* 
fashington 1°... __. | : } | 
West Virginia 5_ _- he Last 1_. a | $115 million. 
Wisconsin. .--- . | } (11), 
Wyoming..._-. ‘ bes 3.5 | Last 1_._..| 1.5 percent of payrolls. 


| t ' ! 











1 Excludes Alaska which has no experience-rating provision. When alternatives are given, the greater 
applies. See also table 13. 

2 Payroll used is that for last year except as indicated; last 3 years (Connecticut); average 3 years (New 
Mexico, Ohio, and Virginia); last year or 3-year average, whichever is more (New York); average 5 years 
(Oregon); 5 years (Wyoming). 

3 One rate schedule but many schedules of different requirements for specified rates applicable with 
different ‘‘State experience factors’’ under benefit-wage-ratio formula. Alabama and IDlinois have special 
solvency factors; see text. 

‘ Indeterminate number of schedules (see table 7). 

5 Suspension of reduced rates is discretionary (California and South Dakota); 2.7 is effective until next 
quarter after required balance is restored (California); for 12-month period (Georgia); until fund equals 
5.5 percent if reserve falls below 4.5 percent (Massachusetts); for remainder of year if benefits for first 6 
months equal 4.5 percent of taxable wages (Maine); until fund is $32 million (Montana); as long as the 


See continuation of footnotes at bottom of following page. 
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BARBERTON Councit or Lasor, AFL-CIO, 


Barberton, Ohio, May 12, 1958. 
SENATE FINANCE CoMMITTEE, 


Senate Office Building, 
Washington, D. C. 


Dear Members ; The House-passed bill should be amended to include the basic 
elements of the Kennedy-McCarthy bill (S. 3244). These include: 

Establishment of Federal minimum standards requiring States to raise maxi- 
mum benefits to 6624 percent of the States’ average weekly earnings, and to pay 
individuals 50 percent of their regular weekly earnings. 

Establishment of Federal standards to require States to make benefits payable 
for 39 weeks. 

To extend coverage to workers not now covered. 

Any bill reported by the Finance Committee should also include immediate 
action by the Federal Government to supplement State programs. 

We urge the committee to include these provisions in the bill and give un- 
divided support to recommendation for an early passage of the bill. 

Very sincerely yours, 
SAMUEL STONE, 
Corresponding Secretary. 


PORTSMOUTH CENTRAL LABOR CoUNCIL, 


Portsmouth, Ohio, May 10, 1958. 
To the CHAIRMAN oF SENATE FINANCE COMMITTEE, 


Senate Office Building, Washington, D. C. 


Dear Sir: We are informed that the Senate Finance Committee, will begin 
holding hearings on the unemployment insurance bill, adopted by the House, 
and now before the Senate Finance Committee (H. R. 12065) as amended. Our 
central body feels this is a very weak unemployment insurance bill, adopted by 
the Members of the House of Representatives, and should like to see the bill 
amended by the insertion of the Kennedy-McCarthy bill (S. 3244) to raise 
maximum benefits and to establish Federal standards to require States to make 
benefits payable for 39 weeks. 

Here in Portsmouth, the unemployment situatiton is very high, some 10,000 
workers have exhausted their unemployment compensation, and are unable to 
obtain employment in local industry. Many who can, are putting their house- 
hold furniture in storage, because they do not have the funds to pay house 
rent. Some have had to sell their homes to get funds to live on, others have 
lost their homes due to default in payments, and foreclosure resulted. Still in 
other cases, children have had to go and live with their parents and vice versa. 

Therefore the Portsmouth Central Labor Council, has gone on record and 
adopted the following resolution : 

Whereas the plight of our unemployed has reached such proportions that the 
very stability of our community is threatened with some 10,000 unemployed, 
who have exhausted their unemployment insurance, and what families are 





condition persists (Oregon); until next Jan. 1 on which fund equals $55 million (West Virginia); in case 
commission decides that emergency exists, 2.7 rate effective (Maine and New Hampshire). 

6 Fund requirement only 1 of 3 adjustment factors used to determine rates other than the standard rate. 
Such factor is either added or deducted from an employer’s benefit ratio. See text for details. 

7 Secondary adjustment is made by issuance of credit certificates when fund exceeds 4.25 percent of 3-year 
payroll and contributions in last year exceed benefits by $500,000 (Connecticut); when fund reaches 7 per- 
cent and 7.25 percent of average taxable payrolls in last 3 years (Virginia). 

8 Reserve account system; no requirement for total fund balance; individual employer’s account must 
be at least 5 times the largest amount of benefits charged in last 3 years. ' 

® No requirement for fund balance in law; rates set by Commissioner in accordance with authorization 

w. 
in hates are reduced by distribution of surplus; surplus is lesser of (1) the excess of the fund over 4 times 
last year’s contributions and (2) 40 percent of such contributions. 

11 Four schedules of reduced rates. Rates reduced when gross wages have decreased 5, 10, and 15 percent 
below the preceding year and fund’s balancing account is at least $25 million. 
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still on unemployment insurance, are unable to exist on the average unemploy- 
ment insurance benefit of $33.18 per week being paid to claimants in the State 
of Ohio. Further, many laid-off workers are not included in covered employ- 
ment in the State of Ohio. 

The Kennedy-McCarthy bill, would cover all establishments with one or more 
employees at any time, which would probably cover some 2 million more work- 
ers who at the present time have no unemployment insurance program: There- 
fore, be it 

Resolved, That the Portsmouth Central Labor Council, requests that the 
United States Senate and particularly the Senators from our State be urged 
to give their full support toward the enactment of urgently needed improve- 
ments in unemployment insurance, including raising the benefit amounts, ex- 
tending the weekly duration, and broadening coverage both for the emergency 
and for long run by the enactment of Federal standards for State laws, in 
order that the purchasing power of our community be maintained, that recov- 
ery be encouraged, and the plight of millions of wage and salary workers and 
their families be alleviated. 

In conclusion, our council body trusts and prays that the honorable members 
of the Senate Finance Committee, give the above careful consideration, for not 
only in Portsmouth, do these conditions exist, but in almost every town across 
the entire Nation. Prices are the highest that they have ever been in the 
history of our country, and with industry on slow time, and millions out of 
work, it’s time we all gave some thought to these millions of workers, and also 
to those of their little children. 

Respectfully yours, 
BE. H. DINSMORE, 
Secretary. 


Foop HANDLERS LocaAL 425, 
Fayetteville, Ark., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, 
Washington, D. C. 

GENTLEMEN: I am taking this opportunity on behalf of our organization to 
urge this committee to include the basic provisions of the Kennedy-McCarthy 
bill (S. 3244) into the emergency Federal unemployment compensation legisla- 
tion now pending before the committee. 

The House-passed bill should be amended to include— 

(1) Establishment of Federal minimum standards which would require 
States to raise the maximum benefits to two-thirds of the average weekly 
wage and to set the minimum to 50 percent of their regular weekly earnings. 

(2) The extension of weekly benefits payable to 39 weeks. 

(3) Extension of coverage to workers not now covered. 

It is my firm belief that the House bill as it stands now is virtually useless. 
The bill does not require States to participate in the program and if they do they 
must enter into an agreement, to do so. It has been conceded that this would 
require that the State legislatures pass on such action. In the case of Arkansas, 
the next general assembly does not meet until next year when the proposed bill’s 
provisions would expire. 

Our organization has a variety of industries within its jurisdiction, princi- 
pally in the food-processing industry. This is traditionally a low-wage industry 
and under the present State law, unemployed workers receive pitifully small 
weekly benefits. 

The average for Arkansas is $20.64 per week for compensation benefits and I 
know of many cases where jobless workers receive much less than this average. 
Certainly anyone will admit that this is not enough for even bare necessities 
of life. ‘ 

In addition to the low benefits paid under existing State laws, many States 
with Arkansas included, have clauses which disqualify many workers because of 
quitting their jobs for various reasons. In some cases these disqualifications 
remain in effect until the jobless worker returns to work for a certain period of 
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time. Under the present recession, this is virtually impossible. Thus, such 
disqualified worker is left no alternative but to seek charity. 

Not only is it important to provide immediate relief for those now unem- 
= but also provide permanent protection against such hardships happening 
again. 

I sincerely hope that this committee will give serious consideration and conse- 
quently include the badly needed amendments which I have outlined above, into 
the unemployment compensation legislation. 

Sincerely yours, 


Rosert J. PARKER, President. 


CAMDEN, N. J., May 14, 1958. 
SENATE FINANCE COMMITTEE, 


Senate Office Building, 
Washington, D. C.: 


Respectfully urge the Senate Finance Committee include the basic provisions 
of S. 3244 in a realistic Federal action program. Such as Federal minimum 
standards requiring States to raise minimum benefits to 6634 percent of the 
State’s average weekly wage, and to pay individuals 50 percent of their regular 
weekly earnings. Extend coverage to workers not now covered and benefits 
payable for 39 weeks. 

EXECUTIVE BOARD, AMERICAN FEDERATION OF TECHNICAL 
ENGINEERS, AFL-CIO, Loca 241. 


Sr. Josepu, Mo., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 
We urge you to vote to include the basic provisions of the Kennedy-McCarthy 
bill, S. 3244, in emergency Federal unemployment compensation legislation. 
FRANK R. SMITH, 
Secretary-Treasurer, St. Joseph Industrial Union Council, AFL-CIO. 


PHILADELPHIA, Pa., May 12, 1958. 
Harry F. Byrp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 
We respectfully urge that basic provisions of Kennedy-McCarthy bill, 8. 3244, 
be included in the emergency Federal unemployment legislation. 
ANDREW JANASKIE, 
General President, American Federation of Hosiery Workers. 


MILWAUKEE, Wis., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 
Urge the committee to include the basic provisions of the Kennedy-McCarthy 
bill, S. 3244, in emergency Federal unemployment compensation legislation. 


THOMAS DURIAN, 
International Glove Workers. 


Sr. Louis, Mo., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 


We urge the committee to include the basic provisions of the Kennedy- 
McCarthy bill, S. 3244, in the emergency Federal unemployment compensation 
legislation. These provisions would include the establishment of Federal mini- 
mum standards requiring States to raise maximum benefits to 66% percent 
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of the States average weekly wage and to pay individuals 50 percent of their 
regular weekly earnings; the establishment of Federal standards to require 
States to make benefits payable for 39 weeks ; and to extend coverage to workers 
not now covered. 
WILLIAM L. COWLEY, 
Secretary-Treasurer, Aluminum Workers International Union. 


Eriz, Pa., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 

We urge your committee to include the basic provisions of the Kennedy-Mc- 
Carthy bill, S. 3244, in emergency Federal unemployment compensation legis- 
lation. 

ERIE CENTRAL LABOR UNION. 
A. E. Ross. 


PINCKNEYVILLE, ILu., May 12, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 
Be sure to include basic provisions of K—M bill, 8S. 3244, in emergency Federal 

unemployment compensation legislation. 

LOcAL 231, 

INTERNATIONAL LADIES GARMENT 

WoRKERS UNION, 
ANNA Beck, Secretary. 


CuHIcaAgo, ILL., May 13, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 

We respectfully urge the Senate Finance Committee to include the basic pro- 
visions of Kennedy-McCarthy bill, S. 3244, in emergency Federal unemployment 
compensation legislation. 

Unrtrep BricK CLAY WORKERS OF AMERICA, 
H. R. Fueear, President. 
WILLIAM Tracy, Secretary, Treasurer. 


ALBANY, Orec., May 15, 1958. 
Senator Harry Byrp, 
Senate Office Building, Washington, D. C.: 
Linn County Labor Council AFL—CIO asks you vigorously support Kennedy- 
McCarthy bill, S. 3244, without crippling amendments. 
Best wishes. 
AL Ssosiom, Secretary. 


PapucaH, Ky., May 15, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. O.: 


We, the Branch 28 AFHW of Paducah, Ky., urge you to include the basic pro- 
visions of Kennedy-McCarthy bill, S. 3244, in emergency Federal employment 
legislation. 

T. R. GrirFin, 


President, Branch 28, AFHW. 


BREMERTON, WASH., May 13, 1958. 
CHAIRMAN, SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 
Before you is the House bill which gives little for the unemployment benefits 
of the Government employee. This organization urges your cooperation for 
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amendment of the bill. The inclusion of the basic elements of the Kennedy- 
McCarthy bill, S. 3244, would provide adequate unemployment compensation. 
FRANK M. MAPEs, 
President, Local 12, Technical Engineers. 





PHILADELPHIA, Pa., May 13, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 

The purpose of this telegram is to urge the Senate Finance Committee to 
include the basic provisions of the Kennedy-McCarthy bill, 8S. 3244, in emergency 
Federal unemployment compensation legislation. 

EDWIN C. MAGEE, 
Secretary-Treasurer, International Union of Elevator Constructors. 


MILWAUKEE, WIs., May 14, 1958. 
FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 
(Attention Chairman. ) 

The Milwaukee County Industrial Union Council, representing 54,000 AFL-CIO 
members here in Milwaukee County, urgently requests your committee to include 
the basic provisions of the Kennedy-McCarthy bill, 8. 83244, in emergency Federal 
unemployment compensation legislation. A release by the Wisconsin Industrial 
Commission on April 24 showed that 761 workers in Wisconsin had totally 
exhausted their unemployment compensation. This exhaustion at that time 
accounted for 1.8 percent of the estimated beneficiaries. In March the exhaus- 
tion rate was 1.6 which shows that beneficiary exhaustions are on the increase. 
The council urges you to report out effective unemployment compensation legis- 
lation. 

Frep A. ERcHUL, 
Secretary-Treasurer, Milwaukee County Industrial Union Council, 
AFL-CIO. 


ZANESVILLE, OHIO, May 138, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D.C.: 


Urge your committee include basic provisions of bill 8. 3244 in emergency 
Federal unemployment compensation legislation. 
Mary M. GrRIBseEn, 
Secretary, Muskingum County AFL-CIO, Central Labor Council. 


MARTINSBURG, W. VA., May 15, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 


We urge you to include the basic provisions of the Kennedy-McCarthy bill, 
S. 3244, in emergency Federal unemployment compensation legislation. 


JosePpu O. LEARY, 
President, Hosiery Workers Union, Branch 92, American Federation of 
Hosiery Workers, AFL-CIO. 


MIAMI Beacu, Fra., May 11, 1958. 
Senator Harry Byrp, 
Senate Office Building, Washington, D.C.: 


From textile union convention in Miami we urgently appeal Finance Com- 
mittee include basic provisions of 8S. 3244 whatever bill you vote on to improve 
unemployment insurance. Also ask support Douglas-Payne, 8. 3683, bill aid 
distressed areas. 

J. @. Atza, 
Local 11, Roanoke, Va. 
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PULASKI, VA., May 17, 1958. 
SENATE FINANCE COMMITTEE, 


Senate Office Building, Washington, D. C. 


GENTLEMEN: I should like to urge that you include the basic provisions of 
the Kennedy-McCarthy bill, S. 3244, in emergency Federal unemployment com- 
pensation legislation. 

The growing unemployment and inadequate unemployment benefits make this 
legislation very necessary and immediate. 

Very truly yours, 


- CHARLIE C. BLACK. 


(The following newspaper clipping from the Wall Street Journal 
of May 21, 1958, was read to the committee members by the chairman 
in the executive session on the bill. Because of its significance to the 
problem, it is inserted in the record for the benefit of others concerned 
with the present unemployment condition. ) 


OuHIO GOVERNOR To ASK FOR 50 PERCENT EXTENSION OF JOBLESS PAY PERIOD 
By a Wall Street Journal Staff Reporter 


CoLuMBUSs, OHI0.—Gov. C. William O’Neill plans to call a special session of 
the legislature next month to ask for an extension of unemployment compensa- 
tion to 39 weeks, from the present 26 weeks. 

In proposing a 50 percent extension in the jobless pay period, Governor O’Neill 
said he was opposed to the State borrowing money from the Federal Government, 
referring to legislation in Congress to provide for Federal loans to States for the 
same purpose. 

The Ohio Governor said he believed the State could afford to dip into its $548 
million unemployment reserve to provide for the extension of the jobless pay 
duration period. He estimated the additional cost of such an extension, if it is 
voted by the State legislature, at close to $50 million. 

Governor O’Neill noted unemployment in Ohio now totals 220,000 and that as 
of May 1 about 25,000 jobless workers had exhausted their benefits. The total is 
expected to climb sharply in succeeding months, he said. 


NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD CENTERS, 
New York, N. Y., May 19, 1958. 
Hon. PAut H. DouGLas, 

United States Senate, Washington, D. C. 

Dear SENATOR DovuGias: The National Federation of Settlements and Neigh- 
borhood Centers is greatly concerned about unemployment across the country. 
We have just finished our national conference where we heard of the great 
distress in city after city. Families are losing their homes, payments cannot 
be kept up on purchases made, needed medical care is postponed, and some 
families are without necessities because of the low relief payment or are indeed 
without any funds due to State resident laws. 

We therefore urge upon you the following as a means of immediate alleviation 
of this serioues problem. 

1. That the Federal Government must take action to assure that there is 
adequate unemployment insurance in every State. 

2. That this action take the immediate form of an extension of benefits for 
16 weeks, but that provision be made for the cost to be borne from unemployment 
insurance fynds, whether State or Federal. 

3. Such extension should be mandatory on all State systems in order to 
achieve prompt nationwide protection to the unemployed and their families. 

4. We advocate extension of unemployment insurance coverage to workers 
not presently covered. 

5. We advocate the establishment of minimum unemployment benefit stand- 
ards by Federal legislation with reinsurance grants for States whose funds are 
low. 

6. Congress should authorize Federal grants to the States to underpin general 
public assistance and to broaden the aid to dependent children’s programs. 
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We urge this action now because of the fact that there currently is some 
$8% billion in the various unemployment funds of the 48 States. In the few 
States where the funds have reached a low level, Federal reinsurance grants 
should be made. The current recession has caught the States with laws which 
are inadequate. Individual States fear to take action because of the fear of 
interstate competition and the concern that mobility may be even further 
encouraged. This makes Federal action essential now. It is the only way for 
the adequate protection of everyone—employed and unemployed alike. 

Sincerely yours, : 


FERN M. COLBORN, 
Secretary, Social Bducation and Action. 


We know you share our concern. Hope you succeed in your endeavor to 
alleviate this problem. 


(Whereupon, at 3:05 p. m., the hearings were adjourned.) 
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